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Today’s changing business environment together with an increased global competition creates 
high pressure for companies to create useful products and services at an increasing speed. 
Consumers demand intuitive and seamless experiences from the products and services they 
interact with. The relevance of service design as a contributor to service innovation has 
grown significantly. While service design is important to any business, to an early-stage tech-
nology startup discovering the right business model it could be critical. 
Service design can help early-stage technology startups secure venture capital. Many investors 
agree that technology startups with design expertise are more attractive to them as potential 
investment targets. Therefore, the general objective of this thesis is to expand the 
knowledge of service design methods and tools among technology startups (and especially 
first-time entrepreneurs) and to establish the link between the use of service design methods 
and tools and a successful fundraising process. 
 
The theoretical part of this thesis examines value creation in contemporary business logics for 
service and addresses supplier-customer relationships to understand potential implications for 
an early-stage technology startup. Furthermore, the thesis explores the methodologies of 
lean startup and service design. While it is important for startups to generate good ideas, 
creation of customer value in a lean manner is crucial. Service design approach brings a hu-
man focus to the development of services, helping startups see the big picture as customers 
see it. At the same time, it offers practical tools to design all the interactions between the 
customer and the business in a consistent way. 
 
The empirical study conducted for this thesis explores seven technology startups, based out 
of the Nordic countries. The data gathered during the research using mainly qualitative 
methods (face-to-face interviews, observations, shadowing) has been used to understand the 
adoption of service design methods and tools by Nordic technology startups.  
 
The study shows that the role of service design is not yet well understood by the first-time 
entrepreneurs. While many understand that good design is always helpful, they don’t yet see 
a clear link between the use of service design and successful fundraising process.  
 
To create the awareness of service design among technology startups in the Nordics, the the-
sis provides recommendations on how to adopt service design methods and tools in a startup. 
Additionally, this paper proposes further research topics relevant to integrating service design 
processes with business development practices. 
 
Key words: Startup, service design, service design methods, service design tools, lean 
startup, service innovation, value co-creation. 
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1 Introduction
 
1.1 The increasing importance of service design in technology startups 
Today’s changing business environment together with an increasing global competition cre-
ates high pressure for companies to create useful products and services at a very high speed. 
Consumers have very big expectations, and hope that the quality of the products and services 
they use is consistent. With new digital channels and tools constantly emerging, companies 
must become more agile, iterating much more quickly to adapt to rapidly changing market 
conditions (Bjornland et al., 2016). The relevance of service design as a contributor to service 
innovation is increasing significantly, as it helps to develop the in-depth customer under-
standing to manage this transition. 
According to McKain (2013), recent technology advancements have lowered the barriers to 
start new companies. Many established corporations find it hard to innovate at the same 
speed as young fast growing ventures, startups, do (Owens & Fernandez, 2014). The term 
“startup” has been used in both academia and business with an increasing frequency over the 
past decade. Graham (2012) describes a startup as “a company designed to grow fast”. Blank 
(2006) sees as startup as “an organization, formed to search for a repeatable and scalable 
business model”. Ries (2011) defines it as “a human institution designed to create a new 
product/service under conditions of extreme uncertainty”.  
It is important to note that startups are not smaller versions of large corporations (Blank, 
2010), but temporary organizations that have to deal with high uncertainty on their way to 
scaling into large companies. They are typically fast and flexible. According to Blank (2013), 
they are one of the main driving forces behind the economic development of the country.  
They contribute to a quick development of new technologies, they promote research and de-
velopment, they provide additional dynamics and competitiveness to the economic system 
(Kritikos, 2014), and they do change the values of the society (Gelobter, 2015), bringing a 
new mindset of knowledge, creativity and proactivity. Therefore, innovation and growth poli-
cies in Europe have been strongly targeted to enhance the creation and exploitation of inno-
vation, particularly in small and medium firms (Heimonen, 2013).  
Finland is an emerging startup hub, with many different innovations being accelerated to cre-
ate economic growth. The country has the best education system in the world, resulting in 
highly educated workforce. Finnish government provides support and funding to entrepre-
neurs building innovative businesses, in addition to increasing amount of private capital. Fin-
land has a lot of talented technologists. Overall, many elements of a successful startup eco-
system are already in place. 
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At the same time, many startups still find it hard to become enduring companies. There are 
many different reasons for startups to fail, ranging from lack of product-market fit to dishar-
mony on the team. Blank (2006) suggests that many cannot achieve product-market fit. 
Heimonen (2013) suggests that one of the main issues in startups is “managerial”. The recent 
research carried out by CBInsights (2016) suggests that there is rarely one reason for a single 
startup’s failure (see Figure 1). 
 
Figure 1. Top 20 reasons startups fail, CBInsights 2016 
 
In this research (CBInsights, 2016), tackling problems that are interesting to solve rather than 
those that serve a market need was cited as the number one reason for startups to fail. In 
other words, often they fail within a couple of years from starting their operations because of 
building products and services customers don’t want to use.  
 
Therefore, one way for entrepreneurs to decrease the failure rate is to become more custom-
er-centric and to adopt new methods and tools of co-creating services with their customers. 
Service design approach brings a human focus to the development of services, helping 
startups see the big picture as customers see it. At the same time, it offers practical tools to 
design all the interactions between the customer and the business in a consistent way. 
 
In general, the population at large is gaining an appreciation for high quality design through 
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the exposure to more consumer products and services, and is starting to demand it from 
products and services they use to do work (Aaron, 2011). Increasingly, people want their in-
teractions with technologies to be simple, intuitive, and pleasurable (Kolko, 2015).  
 
The development of new products and services is shifting from technology itself towards de-
signing experiences we get from interacting with technology. According to Fjord (2016), fast-
er technology doesn’t surprise people anymore, while better design can strongly increase cus-
tomer satisfaction. Service design offers methods and tools to design the winning experienc-
es. According to Sangiorgi et al. (2015), it is an important contributor to service innovation.  
 
There is no single definition for service design. It has been described as “an interdisciplinary 
approach that combines different methods and tools from various disciplines” (Stickdorn & 
Schneider 2011, 29), as “a new holistic, multi-disciplinary, integrative field” (Moritz 2005, 7), 
as a human-centred approach (Brown, 2008) and as “design of interactions at different inter-
faces” (Pacenti & Sangiorgi, 2010). One of the main origins of the service design methodology 
is certainly the shift in the paradigm of innovation from producer innovation to user and open 
collaborative innovation (Baldwin & von Hippel, 2009), as well as the change in the value cre-
ation logic from goods-dominant to service-dominant (Vargo & Lusch, 2004).  
 
Considering that service design is human-centred by nature, it is more relevant for this study 
to look at it in context of contemporarily logics of value creation (Vargo & Lusch, 2004; Grön-
roos, 2006; Heinonen et al., 2010). According to these logics, customers are seen as co-
creators of value and do play a crucial role in the production and consumption of services.  
 
Service design offers a set of principles – empathy with users, a discipline of prototyping, and 
tolerance for failure among others – which, according to Kolko (2015), “might be one of the 
best available for creating pleasurable customer interactions and developing a responsive, 
flexible organizational culture”. Even in context of technology startups, innovation has to 
emerge from other means than technology alone in order to attract customers and investors. 
 
1.2 The value of a startup can be increased through service design 
 
Many entrepreneurs still underestimate the value of service design in the process of building a 
business. As mentioned earlier, service design is not only about a visual appearance of a 
product or a service. Instead, it is the process of figuring out what a product or a service 
should be, what it should do, how it should work, how it should look, and what it should say.  
Service design can help foster collaboration within the team, open up communication with 
customers, validate ideas, create new services, gain better understanding of the competition, 
differentiate the brand, and deliver better user experience. In other words, service design 
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can have a significant impact on all of the key performance indicators of a company, includ-
ing brand perception, customer engagement, satisfaction, and ultimately revenue. Moreover, 
only a few understand that it can also make a company more attractive to investors.  
Venture capital community is starting to recognize the value of user-centered design (Aaron, 
2011). Investors constantly see many startups, and typically have a good sense to what a 
business is worth, and what they are willing to pay or it. Investors use different ways of defin-
ing a value of a startup (Carver, 2011) – analyzing the stage of development of the company, 
the market opportunity, the team, evaluating supply and demand of similar companies, com-
paring the startup to other companies in the industry (including recent financing rounds and 
M&A transactions), analyzing revenue, cash flow and net income multiples. Increasingly, ven-
ture capital firms recognize good design as a competitive advantage, as it can affect many of 
the above criteria (Aaron, 2011).  
“Design is a critical element of any business but it’s especially important for startups who 
have the unique challenge of discovering the right business model for their innovation. Too 
often, companies spend all their time on the innovation itself and miss one or two key ele-
ments that would really connect with a particular market. By identifying and really under-
standing their customers early on, companies can save a lot of time and money in discovering 
that successful business model,” Erik Steed, VP of Programs at LACI. 
Today, most of the first-time technology entrepreneurs lack the variety of methods and tools 
to help them design new services, as they haven’t been educated as designers. There is a 
need to increase the adoption of service design in technology startups in order to improve 
their development process, their internal communication, and their communication with cus-
tomers, ultimately making their businesses perform better. Therefore, it is important to share 
the best practices, both globally and within the local ecosystem. 
 
1.3 Research objective 
 
The objective of this study is to explore how service design can help startups secure external 
funding. Moreover, it is my intention to increase the adoption of service design methods and 
tools among technology startups, and especially first-time entrepreneurs. The findings of this 
research should also provoke them to think differently. 
Based on the knowledge gap identified during the literature review, the exploratory research 
phase and the context of selected companies, the following questions have been formulated: 
 
1. Are the startups familiar with service design, its methods and tools? 
2. Is the application of service design methods and tools understood by entrepreneurs? 
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3. Are there any tools and methods of service design in use in the Nordic startups?  
4. If so, which ones? 
5. Have the startups been using professional design services? 
6. Is there a relationship between service design and fundraising process? 
 
To achieve the defined research objectives and address the research questions, the applica-
tion of service design methods and tools, and their relation to the fundraising process has 
been analyzed in the context of Nordic technology startups. Service design and lean business 
development approaches are used as main methodologies to support the research.  
1.4 Existing research on the topic 
Numerous theoretical and empirical studies have examined the innovation, growth and suc-
cess of firms separately. At the same time, very few empirical studies have focused on factors 
affecting performance in a startup context holistically. More detailed understanding of empir-
ically confirmed characteristics of high performance entrepreneurial firms and their entre-
preneurs is also required to understand and support the creation of innovation, growth and 
success, locally and globally (Heimonen 2013, 8). Moreover, the factors leading to high growth 
and high success in entrepreneurship have not been analyzed. 
Research exists around the role of service design in shaping services in a new effective way 
(Sangiorgi, 2011; Meroni & Sangiorgi, 2011, Steen et al., 2011). At the same time, previous 
research on the application of service design tools and methods in technology startups is very 
limited. While the role of service design in big corporations has been studied previously (Mu-
ratovki, 2015), the role of service design (and especially service designers) in startups is not 
yet well documented.  
Steen et al. (2011) suggest that service design methods have been shown to provide business-
es with certain benefits and competitive advantages through multiple successful cases. Omar 
(2014) highlights that there is a strong correlation between the level of design use in startups 
and the capability of the company to advance towards the “company building phase” defined 
by Blank (2013) in his customer development model: the more a startup utilizes human-
centered design practices, observation, and prototyping as an integral part of the service de-
velopment process, the faster it can reach that phase.  
Overall, there is a gap in the modern literature in how service design tools and methods could 
be applied in the context of young technology companies. The relationship between the use 
of service design and fundraising process is not yet extensively studied. In order to bridge the 
gap, the qualitative research is conducted for this thesis with a sample of seven Nordic 
startups (see Chapter 5). 
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2 Value creation process 
 
Following the contextual background, this chapter provides the theoretical frameworks relat-
ed to this study. The theory examines different logics for service emerged during the past 
decades, which emphasize customer’s active role in value creation. While the creation of the 
idea is important for early-stage technology startups, the creation of value for the customer 
is crucial. 
 
Value and value creation have long been among the central concepts among both academics 
and practitioners. Within marketing and management literature, value and value creation 
have been widely discussed. At the same time, they are poorly defined. Recent service litera-
ture suggests that there is no common understanding of value and value co-creation. Service-
Dominant Logic (Vargo & Lusch, 2004), Service Logic (Grönroos, 2006), and Customer-
Dominant Logic (Heinonen et al., 2010) are some of the key concepts discussing value and 
value creation. 
 
With the introduction of the Service-Dominant logic (Vargo & Lusch, 2004; 2008) the value, 
which services provide for the customers has become the focus of much of the service man-
agement discourse (Blomkvist et al., 2014). According to the contemporary logics (Vargo & 
Lusch, 2004; Grönroos, 2006; Heinonen et al., 2010), the service provider doesn’t control the 
process. Instead, the service provider co-creates it with the customer. The customer with 
their hidden opinions, emotions, and experiences plays a crucial role in the production and 
consumption of the service.  
 
2.1 Service-Dominant Logic 
 
Over the past decades, the academic discussion has strongly shifted away from goods-
dominant logic to Service- and Customer-Dominant business logics, emphasizing the active 
role of the customer in the value creation process. While Goods-dominant logic, by definition, 
puts goods at the center of exchange, Service-Dominant logic suggests service as the core 
concept replacing both goods and services.  
According to Service-Dominant logic (Vargo & Lusch, 2004), service represents the general 
case of the economic exchange process, while goods are a special method. Service-Dominant 
logic views knowledge and skills as the focus of economic exchange, and goods as instruments 
for service provision.  
Value creation, and particularly the value-in-use concept stating that value for customers is 
created during use of resources, are foundational issues for understanding the service logic 
(Grönroos & Ravald 2013, 8). According to Goods-Dominant logic value is stated in exchange, 
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while in Service-Dominant logic value is stated in use (Vargo et al., 2008). Goods-Dominant 
logic suggests that the customer is a recipient of goods, and the producer determines the val-
ue. Within the Service-Dominant logic the customer is a co-creator of value.  
Customers are not buying goods or services, but value propositions to be of service to them. 
They are co-creators, and the value is actualized in the customer usage process rather than in 
the supplier value chain. According to Gummesson (2007, 5), the value is the outcome of co-
creation between suppliers and customers. Ravald (2008) suggests that the value of an object 
is related to what individuals want objects to be and do for them. The object can only gain 
value for the customer when it is enclosed within her own value creation activities (Grönroos 
& Ravald 2013, 9).  
The foundational principles of the Service-Dominant logic are (Vargo & Lusch, 2004): 
1. Service is the fundamental unit of exchange. 
2. Indirect exchange masks the fundamental unit of exchange. 
3. Goods are distribution mechanism for service provision. 
4. Knowledge is the fundamental source of competitive advantage. 
5. All economies are service economies. 
6. The customer is always a co-creator of value. 
7. The enterprise cannot determine value, but only make value propositions. 
8. The customer is the center of value creation. 
9. All social and economic actors are resource integrators. 
10. Value is always determined by the beneficiary. 
As the customer is always a co-creator of value, and value is always determined individually 
based on the unique experiences of the beneficiary, it could be concluded that the service-
centered view is inherently customer-oriented. The logic captures contemporary marketing 
views, in which marketing could be seen as a facilitator of ongoing processes of voluntary ex-
change through collaborative, value-creating relationships among different actors. 
 
At the same time, there are certain issues in the logic that would need further development. 
As highlighted by Grönroos & Ravald (2013, 6), it is claimed that customers are always co-
creators of value, but no thorough conceptual elaboration has been made on what this really 
means and what implications for customers and service provider follow from this. The 
knowledge of how exactly the value is created is limited.  
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2.2 Service Logic 
 
Service logic was proposed by Grönroos (2006) as an alternative view to Service-Dominant log-
ic of Vargo and Lusch (2004). Although there are many features in common between the two 
logics and they both see service-based exchange as a norm, there are some differences.  
 
According to Grönroos (2006), goods do not render services as such, and customers do not 
consumer goods as services. Instead goods are one of several types of resources functioning in 
a service-like process, and it is this process that is the service that customers consume 
(Gröönroos 2006, 330).  
 
 
 
Figure 2. Value creation spheres, Grönroos 2006 
 
Value creation refers to customers’ creation of value-in-use. Usage can be a physical, virtual 
or mental process. The role of supplier is to facilitate the value creation with their resources 
and processes. Therefore, customers and suppliers are co-producers of the service and co-
creators of value. The value creation process by the customer is not liner, nor does it auto-
matically follow the provider’s activities (Grönroos & Voima, 2012). Instead, most customer 
experiences are everyday, mundane, and spontaneous. 
 
Grönroos & Voima (2012) stress that defining value creation as the customer’s creation of val-
ue-in-use and determining that co-creation of value only may take place in a joint value 
sphere suggests that service providers must address their processes and activities in a struc-
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tures manner. They suggest that managers should avoid talking about their firm delivering 
value to its customers, and focus on co-creation instead. Furthermore, they provide a list of 
managerial implications related to value creation. 
 
2.3 Customer-Dominant Logic 
 
Customer-Dominant logic applies customer focus on service. In contrast, Service-Dominant 
logic is seen as provider-dominant logic. Instead of focusing on economic exchange and ser-
vice as such, Customer-Dominant logic explores how a company’s service is and becomes em-
bedded in the customer’s contexts, activities, practices and experiences, and what implica-
tions this has for service companies (Heinonen et al., 2010). Figure 3 below illustrates the 
Customer-Dominant logic of service contrasted with the Service-Dominant logic. 
 
Figure 3. Customer-Dominant logic of service contrasted with service management and Ser-
vice-dominant logic, Heinonen 2010 
 
The logic suggests that it is not only the determination of value, but also value creation that 
gets controlled by the customer. According to Customer-Dominant logic, the value extends 
beyond the co-creation interactions and consumption, and rather than being co-created by 
the company and beneficiary in the interaction value emerges also in the customers’ sphere. 
In Customer-Dominant logic, value formation has a different scope than in other logics. In 
provider-dominant logic, the customer is involved in co-creation, which is dominated by the 
service provider. In contrast, in Customer-Dominant logic the customer controls the creation 
of the value, and the service provider is involved in their activities.  
 
Customer-Dominant logic suggests that value emerges in customers’ practices, in everyday 
life processes, and that it extends beyond the interactive service process. Value mostly 
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emerges beyond the visibility of service providers, making it crucial for companies to under-
stand customers’ activities. The logic argues that, if we only focus on interaction, we will fail 
to take into account what the role of the company is in the customer’s life. It suggests that 
the ultimate outcome should not be the service but the customer experience and the result-
ing value-in-use (Heinonen et al., 2010). 
 
In provider-dominant logic customer experience is formed within the service, while in Cus-
tomer-Dominant logic “experiences are something that customers orchestrate themselves, 
and that arise within their own activities” (Heinonen et al. 2010). Therefore, the customer is 
in control of actively creating her own experience. Heinonen et al. (2010) suggests that ser-
vice providers should focus on becoming involved in customers’ lives instead of engaging them 
in co-creating with their companies. 
 
Therefore, the main differences of the Customer-Dominant logic compared to provider-
dominant logic are (Heinonen et al., 2010): 
 
1. The company is involved in customer activities. 
2. The customer controls value creation. 
3. Considers both visible interactions and invisible and mental actions. 
4. Customer experience emerges in customer’s life. 
5. Customer experience is mundane and everyday, not only extraordinary and special. 
 
According to Ravald (2010), one of the challenges for the future will be to create business 
models that successfully integrate the service provider’s processes with the customer’s pro-
cess of value creation, rather than the opposite case. Service providers have many possibili-
ties to contribute to customers’ value creation, and provide resources and processes to sup-
port that value creation.  
 
Customers produce value for themselves independently, but service providers may offer assis-
tance (Storbacka & Lehtinen, 2001). The supplier is fundamentally a value facilitator, but 
during interactions with its customers, the supplier may, in addition, become a co-creator of 
value with them as well (Grönroos & Ravald, 2013). Co-creation opportunities that suppliers 
have are strategic options for creating value (Payne et al., 2008). Without interactions, the 
possibilities for the supplier to actively to become a salient co-creator of value in the cus-
tomer’s process of value creation are limited (Grönroos & Ravald 2013, 12).  
 
The presented approach has direct implications for early-stage technology startups. It points 
out that a startup has a direct impact on how the customers’ preferences and future purchas-
ing behavior develop. Furthermore, it suggests that no value co-creation opportunities exist 
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without frequent startup-customer interactions. The methods and tools of service design can 
therefore be utilized to encourage co-creation of value and improve the overall performance 
of the company. 
 
3 Lean startup and lean business development 
 
The term “startup” has been used in both academia and business with an increasing frequen-
cy over the past decade. Blank (2006) sees as startup as “an organization, formed to search 
for a repeatable and scalable business model”. Ries (2011) defines it as “a human institution 
designed to create a new product/service under conditions of extreme uncertainty”. Both 
authors highlight the factor of uncertainty in startups. Other factors, such as the size of the 
company, organizational structure, funds, business models, or industry-related identifiers 
may differ (Ries, 2011). 
It is important to note that startups are not smaller versions of large corporations, but tempo-
rary organizations that have to deal with high uncertainty on their way to scaling into large 
companies. Due to their nature, they need new ways of creating and launching their products 
and services in a rapid manner. Traditional models of product and service development still 
heavily used amongst big corporations can’t be applied to technology startups. Therefore, 
many have started using new methods, such as agile and lean development.  
Lean development is based on iterative and incremental development process. The ideas of 
customer development are central to lean development and lean startup concepts, which 
suggest involving customers in the development of a company starting from the early days. 
Introduced by Blank (2006), the model of customer development is often referred to as a 
“path to epiphany”.  
 
Lean development aims at making the process of starting a company or launching a service a 
lot less risky. Comparing to the traditional product and business development, the lean de-
velopment model is very iterative. Although the methodology is just a few years old, its con-
cepts—such as “minimum viable product” and “pivoting”—have quickly taken root in the start-
up world, and business schools have already begun adapting their curricula to teach them 
(Blank, 2013).  
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Figure 4. Lean startup methodology, New Entrepreneurship 2015 
 
The lean development approach was traditionally designed for startups (Blank, 2006), which 
typically do not know their customers and their needs. Many of them fail very quickly after 
they start their operations due to various reasons – lack of funding, expensive product launch-
ers, lack of customers – and even more often because they build products or services that no-
body wants. They need a different way of taking their products and services to market.  
 
The lean development methodology includes the phases of customer discovery, customer val-
idation, customer creation, and company building, addressing many of the challenges startups 
have to go through. 
 
Ries (2011) defines the lean startup method as a set of five principles: 
1. Entrepreneurs are everywhere – anyone can create new products or services. 
2. Entrepreneurship is management – processes to navigate uncertainty must be man-
aged. 
3. Validated learning – startups exist to learn building sustainable businesses. 
4. Build-measure-learn model – startups need to validate the ideas and iterate quickly. 
5. Innovation accounting – the process of learning has to be measured. 
 
According to Ries (2011), the process of bringing the product or service to market is iterative 
and cyclical. It follows the 3-steps model – build, measure, and learn. Following this model, a 
startup aims at shortening the time it takes to launch the product or service, while delivering 
higher quality after each iteration round.  
Most of the startups cannot afford being dependent upon a success of a single product launch; 
 17 
therefore Ries (2011) suggests building and releasing a minimum viable product (MVP) early 
and iterating it based on customer feedback. Instead of building in isolation, startups are ad-
vised to iterate their services with customers throughout the whole development cycle. By 
doing that, the lean startups can achieve dramatically lower development costs, faster time 
to market, and higher quality products.  
3.1 Key principles of lean startup 
 
Lean startup methodology follows a set of principles. First of all, the startups are advised to 
drop a business plan, and search for a business model instead. It is very difficult or almost 
impossible to create an advanced business plan before raising external capital and starting to 
execute the idea. In most of the cases, business plans have to change completely after the 
first iterations of a product with customers. In addition, it is beneficial to use other lighter 
frameworks, such as Business Model Canvas (Osterwalder & Pigneur, 2010) to develop a feasi-
bility plan. 
 
The second principle of lean startup methodology is customer development. One of the big 
problems of many start-ups is that they spend a lot of time designing and building products or 
services that customers do not want. Instead of working in a vacuum, startups are recom-
mended to gather the data to support their design process. It is crucial to be out there with 
customers and get their feedback on products, services, features and pricing strategies as 
early as possible. It is also important to constantly iterate the product based on customers’ 
feedback, failing fast and cheap. 
 
 
Figure 5. Stages of customer development process, Business Model Alchemist 2015 
 
It is recommended to involve the key stakeholders from potential customers’ side and to try 
to understand if the product or service will be of any value to them. By doing so, the startup 
can define the requirements for a minimum viable product and prioritize different features 
accordingly. Processes, features and ideas that have merit are to be kept, while those that do 
not become extinct. On top of that, the stakeholders involved in the development of a prod-
uct or service typically become the first customers of the company.  
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Finally, Ries (2011) recommends switching from the traditional linear product development to 
agile and iterative product development together with customers. Startups are advised to 
develop minimum viable product, then measure how customers respond and learn. Ries (2015) 
defines the minimum viable product as “that version of a new product which allows a team to 
collect the maximum amount of validated learning with the least effort”. In other words, the 
minimum viable product is a test of a specific set of hypotheses, with a goal of proving or dis-
proving them as quickly as possible. 
 
  
Figure 6. Lean startup methodology, New Entrepreneurship 2015 
 
Today, many startups try to improve their chances of success by following the principles of 
failing fast and leaning continuously. During the dot-com boom, startups often operated in 
“stealth mode” (to avoid alerting potential competitors to a market opportunity), exposing 
prototypes to customers only during highly orchestrated “beta” tests. According to Blank 
(2013), the lean startup methodology makes those concepts obsolete because it holds that in 
most industries customer feedback matters more than secrecy and that constant feedback 
yields better results than cadenced unveilings. 
 
Although lean startup methodology has a holistic approach to creating new services or busi-
nesses, there are certain aspects that lean startup methodology could be criticized for. 
First of all, “the results of trying to reduce time-to-market often have unexpected and nega-
tive consequences” (Cooper & Edgett 2005, 14). Minimum viable products are optimized for 
learning, not scaling. They are not meant for generating revenue, but for generating data to 
support informed decisions.  
 
Some customers are not ready to invest time and energy, helping a startup develop a mini-
mum viable product or service, even if promised early access or lower price. Trying to be 
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lean, some entrepreneurs start sacrificing on the quality of their services. While it isn’t dan-
gerous for some startups, others might be badly harmed.  
 
The lean startup methods don’t fit well to certain industries, especially with tight quality 
regulations. They are not designed to be used in case of mature products, which are already 
on the market. It is important to be critical towards lean development and lean startup 
methods instead of assuming that they will be equally effective for any type of company. 
 
The ideas of lean development and lean startup have been used in both software develop-
ment and business development of startups for a long time. At the same time, these princi-
ples are not yet fully adopted to service development. In order to provide a business model 
framework that takes into account the principles of contemporary business logics described in 
the previous chapter, Ojasalo & Ojasalo (2015) introduced a new view to service design 
framework. 
 
Ojasalo & Ojasalo (2015) encourage service developers to co-create, test and experiment to-
gether with the users of the service, supporting the implementation of the fundamental phi-
losophy of business logics for service. The core idea behind the new concept is that the value 
formation in customers’ everyday lives/businesses is in the core of the business development 
(Ojasalo & Ojasalo, 2015). The Service Logic Business Model Canvas is described in more de-
tails in the following chapter. 
 
 
4 Service development 
 
The earlier chapter of this report presented the lean business development and lean startup 
methodologies. While speed to market is vital to success in service innovation (Cooper & 
Edgett 2005, 11), there are certain challenges in the lean way of thinking. As lean aims at 
reducing variations and eliminating waste (Ries, 2011), it leaves little room for creativity. At 
the same time, lean approach is focused on learning from the past, and doesn’t encourage 
exploring future opportunities that could be crucial to success of a startup. 
 
Service design is a modern approach that has developed out of a multiple perspectives and 
methods from various disciplines. As opposed to stand-alone academic disciplines, it can be 
categorized as a new way of thinking. One of the main origins of the methodology is certainly 
the shift from goods to service and experience economy, and change in the value creation 
process logic. An important part of the service dominant logic is that services create value-in-
use for customers. Customer-focused disciplines such as many design disciplines have a histo-
ry of working with prototyping to understand the value-in-use, and service design has a simi-
lar approach to the development of services (Blomkvist et al., 2014). 
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Mager (2009) presents service design as approach that understands human activities, feelings, 
needs and motives and sees that service design is about creating services from the users’ per-
spective. Service design is all about the users and clients. It targets to ensure that service 
touch-points are useful, feasible and desirable from the customer’s point of view. According 
to Miettinen & Koivisto (2009, 25) it aims to create services that are effective, efficient and 
distinctive from the supplier’s viewpoint, generating win-win solutions for all stakeholders. 
While there are certainly different views on service design, many authors (Stickdorn and 
Schneider, 2011; Mager, 2009; Moritz, 2005; Prahalad and Ramaswamy, 2004) agree on the 
human-centric approach to creation of innovative services, the importance of user experi-
ence, and the importance of interface between organizations and customers. 
 
Service design helps to create new or improve existing services to make them more useful, 
usable, desirable for clients and efficient as well as effective for organizations. It is about 
“making the service you deliver useful, usable, efficient, effective and desirable” (UK Design 
Council, 2010). 
 
Service design and design thinking have been moderately covered in the business press. The 
first article by Tim Brown (2008) covering Design Thinking was published in Harward Business 
Review (HBR) in June 2008. Since then, Design Thinking came a long way. There is a big gap 
between the two articles of Brown - the second article exploring Design Thinking appeared in 
HBR only in August 2015. In the article, Brown (2015) mentions that “designers are on the 
founding team of countless disruptive startups”. However, he doesn’t provide any insights on 
how design is used in startups.  
Service design, as any other discipline, has a set of key principles and methods that help in-
novators throughout the service design project. The methods are usually tailored to match 
the nature of the project to reach the best results. Companies recognize the importance of 
service design as an approach to facilitate innovation. Yet, many don’t manage to integrate 
its methods and tools into their innovation process. 
The following chapter provides a description of the key principles of service design highlight-
ed by design gurus, such as Stickdorn, Mager, Miettinen, Meroni and Moritz, and introduces 
some of the methods that could be used by entrepreneurs and service designers through the 
design project. 
 
4.1 Service design principles 
 
Stickdorn & Schneider (2011, 34) suggest five core principles of service design – it is user-
centred, co-creative, sequencing, evidencing and holistic. The principles described in this 
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chapter are among the ones defined by other service design gurus, such as Moritz (2005), 
Mager (2009), and Miettinen (2011). Mager (2009) emphasizes service design as co-creative, 
inspiring, visual, holistic and interdisciplinary. Both Moritz (2005) and Miettinen (2011) high-
light participatory nature of service design and empathy towards service users. 
 
4.1.1 It is user-centred 
 
Meeting customer’s needs is the main goal of a service provider; therefore the customer has 
to be always in the centre of service design process. The main methods in user-centred design 
are aimed to meet the needs of the user by collective, analysing and interpreting data. The 
difficult part is to identify the hidden needs and expectations. Therefore, the starting point 
of the human-centred innovation process involves exploration of the needs, dreams, and be-
haviours of the people that will be involved in a solution: providers, final users and those in-
advertently involved.  
 
According to Meroni (2010, 38), “human-centred design looks at the people in their context 
within their community, considering the experience of all the actors, and trying to provide a 
response to their expressed or latent needs”. IDEO (2013) considers human-centred approach 
as an approach that, aimed at enhancing the lives of people, can help organisations to better 
connect with their existing network of stakeholders, while discovering new opportunities for 
change. Stickdorn & Schneider (2012), suggest that gaining authentic customer insights in-
cludes the application of methods and tools that enable innovators to slip into customer’s 
shoes and understand their individual service experience and its wider context. Some of these 
methods and tools will be introduced in the following chapter of this report. 
 
4.1.2 It is co-creative 
 
Co-creation typically refers to customer’s involvement in the value creation process. Re-
searchers have different views of the co-creation process between the service provider and 
the customer. Miettinen & Koivisto (2009) see co-creation as a way, in which a customer is 
allowed to co-construct the service experience to suit their content. Stickdorn & Schneider 
(2012) see services as irrelevant by nature without customer’s involvement. Moritz (2005) see 
co-creation as collaboration between the players. Ojasalo et al. (2009) highlight that the cus-
tomer will have a strengthened role in the production of innovation in the future.  
 
It is important to keep in mind that customer is not the only stakeholder in the service inno-
vation process. There are many different stakeholder groups that have to be involved into a 
service design process, each of them with different needs and demands. All of them have to 
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be integrated into the process of designing a service, as all of them will be consuming it later 
on. The role of a service innovator is to facilitate the generation of ideas in a group of people 
with different backgrounds and needs using different service design methods. A service de-
signer has to create an open and creative environment and make sure that co-creation hap-
pens. 
 
According to Stickdorn & Schneider (2011, 39), “co-creation during the design process facili-
tates a smooth interaction between the stakeholders during the actual service provision – es-
sential for both sustainable customer and employee satisfaction”. The more a customer gets 
involved in the service provision, the more likely this service is of evoking co-ownership which 
in turn will result in increased customer loyalty and long-term engagement. 
 
4.1.3 It is sequencing 
 
Any service is a sequence of interrelated actions taking place over a certain time period. Ser-
vice experience as a whole consists of multiple events, and each individual encounter is im-
portant in creating a composite image of the service in customer’s mind. According to Stick-
dorn & Schneider (2011, 40), every service process follows a three-step transition of pre-
service period (getting in touch with a service), the actual service period (when the custom-
ers actually experience a service) and the subsequent post-service period. 
 
In order to gain a common understanding of a sequence of actions, it is important to visualize 
a service process using service design methods and tools (such as customer journeys and ser-
vice blueprint). Consistent experience should be maintained across all the channels to suc-
ceed with customers. Few companies are capable of providing such an experience nowadays, 
but it is crucial for them to gain the competitive advantage in the future. 
 
4.1.4 It is evidencing 
 
It is highly important to make the intangible service more tangible. Physical artefacts play 
important role in the service experience, as they can trigger good memories and prolong the 
service experience beyond the service period. They make the service more tangible. Utilizing 
this effectively has the potential to increase customer loyalty and for customers to recom-
mend the service to others (Stickdorn & Schneider 2011, 42). Service evidence can as well 
help reveal or promote backstage services.  
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4.1.5 It is holistic 
 
When designing a new service, it is important to keep the big picture and see the wider con-
text in which a service process takes place. Event though the main focus is always a user, a 
service designer has to consider the environment of the user and the service provider, under-
stand how they affect the service. It is impossible to keep track of all the small aspects, but a 
service designer should always look at the service in a holistic way. 
 
Stickdorn & Schneider (2011, 45) see service design thinking “supporting the co-operation of 
different disciplines towards the goal of corporate success through enhanced customer expe-
riences, employee satisfaction, and integration of sophisticated technological processes in 
pursuing corporate objectives”. Miettinen & Koivisto (2009) suggest that holistic approach to 
the project requires viewing the project as all systems and subsystems of relationships and 
interactions. 
 
The holistic approach could be seen as an alternative to working on the project in isolation, 
within the limits of your organization. Mager (2009) suggests that customer’s experiences 
don’t end within the boarders of a company. Instead, all the aspects of customer’s environ-
ment should be considered as important. The sustainability of the service and its impact on 
both stakeholders and society are crucial to evaluate. 
 
 
4.2 Service design process 
 
Service design process can be defined as stages that a product or service will pass through 
during its design. There are many different models of service design process used by service 
design practitioners. None of them is the only right alternative, as service design process is 
constantly developing. Though many of them use different terminology and number and 
names of service design process stages, they all share a similar ideology and follow similar 
process – understanding the problem and gathering insights, innovating and working on new 
concept ideas, and then prototyping and implementing.  
 
As highlighted by Moritz (2005), the stages are generally shown in a chronological order but 
the process is highly iterative instead. Stickdorn & Schneider (2011) agree that design process 
is nonlinear. At every stage of a service design process, it might be necessary to take a step 
back or even start again from scratch. 
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While service design process defined by both researchers and practitioners of service design 
(Stickdorn & Schneider, 2011; Moritz, 2005; Design Council, 2005; Spirit of Creation, 2014; 
Frog, 2013) have many similarities, they are divided into different stages.  
 
Stickdorn & Schneider (2011) suggest that there are four steps in the service design process – 
Exploration, Creation, Reflection and Implementation. Exploration is the first stage, during 
which a service designer has to find the real problem. The main tasks during this stage are to 
understand company, its goals, the problem to work on from company’s point of view, the 
real problem from customer’s point of view, gather insights (using ethnographic approaches), 
and visualize the findings.  
 
Creation is the second generative stage of the service design process. Testing ideas and con-
cepts, making mistakes and learning from them, exploring different options based on the 
identified problems and gathered insights generated during the first stage – these are some of 
the main tasks of a service designer. Co-creation is key during this stage. Following the five 
principles of service design, Stockdorn & Schneider (2011) suggest that it is important to work 
user-centred to co-create solutions considering the whole touchpoint sequence and create 
holistic concept. 
 
Reflection stage is about building prototypes and testing the ideas developed during the pre-
vious stage with customers in circumstances close to reality to gain feedback. The main chal-
lenge at this stage in the process is dealing with the intangibility of services, “since you can-
not simply put a service on a table and ask customers what they think about it” (Stickdorn & 
Schneider 2011, 132). A service designer needs to generate the emotional engagement. 
 
Implementation is the final stage of the service design process. During this stage the change 
should be implemented. In order to succeed, a service designer needs to gain support from 
both the management and employees. Therefore it is really important to involve all the 
stakeholders early in the process. Ideally, the change implementation is followed by another 
exploration to evaluate its progress. This leads to the iterative process of service design 
thinking. (Stickdorn & Schneider 2011, 135.) The process is also iterative within each of the 
stages and each of the workshops. 
 
Moritz (2005) proposes another process, which defines six categories of service design (SD) - 
SD Understanding, SD Thinking, SD Generating, SD Filtering, SD Explaining and SD Realising. 
The six categories described below are used as the basic structure to develop the service de-
sign process. According to Moritz (2005), these categories provide an overview of different 
tasks that have to be undertaken in different stages of service design.  
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Figure 7. Six categories of service design, Moritz 2005 
 
The focus of the first stage, SD Understanding, is on researching user needs, wants, motiva-
tions, and desires, finding out context and exploring possibilities. This stage is very similar to 
Exploration stage in Stickdorn & Schneider’s (2011) process.  
 
During the second stage, SD Thinking, scoping of the project, specifications and project 
framework are completed. This stage creates direction and structure for the project. The 
purpose of the third stage, SD Generation, is to generate different ideas and concept alter-
natives. The focus is usually on creativity. During the forth stage, SD Filtering, results of the 
previous stage are evaluated and the best ideas and concepts are selected to be developed 
during the following stages. The three stages described above are also similar to Creation 
stage in the process suggested by Stickdorn & Schneider (2011), during which generation of 
ideas happen.  
 
SD Explaining, the fifth stage in Moritz’s model, is about visualisation of ideas and concepts, 
and mapping potential scenarios in order to gain the common understanding in a team. During 
the last stage, SD Realising, specifying and prototyping selected ideas takes place, and busi-
ness plan is prepared. After this stage, the service is ready to be implemented.  
 
These two stages are similar to Reflection stage in Stickdorn & Schneider’s (2011) process, 
during which they suggest to visualize ideas, build prototypes and also test them with cus-
tomers. The implementation itself is carried out during the Implementation stage according 
to the Stickdorn & Schneider’s (2011) process.  
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The models developed by the practitioners of service design follow very similar steps. “The 
Double Diamond” model developed by British Design Council in 2005 is divided into four dis-
tinct phases: Discover, Define, Develop and Deliver. The core of the service design model de-
veloped by Spirit of Creation (2014) is DGSE process, which consists of four stages: Discovery, 
Generation, Synthesis, and Enterprise. The process used by Frog (2013) is one of the simplest, 
it consists of the three stages – Discover, Design and Deliver. 
 
 
 
Figure 8. The “Double Diamond” model, Design Council 2012 
 
The first Discovery stage (first quarter of the diamond) starts with identifying user needs uti-
lizing different research methods and forming an initial idea. Frog (2013) gains insight into 
customers, competitors, client brand, and key opportunities through intensive design research 
and strategic analysis during the Discover stage. Spirit of Creation (2014) typically conducts 
the research and analysis during the first Discovery stage. It is easy to conclude that this 
stage is the same in all the three models, and very similar to Understanding & Thinking stages 
suggested by Moritz (2005).  
 
During the second Definition stage, the identified user needs are being interpreted and 
aligned with the business objectives. Different design solutions are prototyped, developed 
and tested during the third stage of Development. For Frog (2013), Design stage is mainly 
about working on the development of the new concepts and testing them.  
 
Spirit of Creation sees the second stage, Generation, as the stage to generate different ideas 
that meet the needs identified at the first stage. During the stage of Synthesis, selection of 
the best ideas happens.  
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Figure 9. DGSE process framework, Spirit of Creation 2014 
 
During the final Delivery stage, “Double Diamond” model suggest to conduct final testing, 
finalization, launch of the product and feedback collection. Frog (2013) focuses on specifica-
tion, documentation and implementation of the project. Spirit of Creation (2014) suggest to 
work on the implementation and business plans during the final stage, which they call Enter-
prise. 
 
 
 
Figure 10. Frog design process, Frog 2013 
 
The “Double Diamond” model could be used when designing more traditional services, how-
ever, when designing online services the tasks carried out during described stages would of-
ten differ. The border between Development and Discovery stages becomes less visible, as 
the service is often tested and launched already during the Development stage to collect 
feedback from users as early as possible. 
 
While the three processes used by design practitioners have many similarities (first discover, 
then develop/generate/design, then deliver the results), they lack the continuation after the 
implementation of the design process. Design consultancies are hardly ever involved in the 
“live” of the developed service after the implementation, therefore they don’t have a good 
understanding of how to keep the service evolving. How can a company continue to innovate 
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and develop the service further? Moreover, these processes are simplified and might not be 
suitable for designing complex systems. 
 
Finally, it is worth mentioning that service design and lean startup approach have a lot in 
common, as they both emphasize the importance of focusing on users and understanding their 
hidden emotions and needs. Both of them involve real users in the service development pro-
cess to understand their needs and desires and create more desirable products and services. 
And both of them use certain tools through the development process with the aim to create 
desirable services for customers. Therefore, there is a potential to combine lean and service 
design methodologies to complement each other in creating better services, and ultimately 
better user experiences.  
 
4.3 Service design methods and tools 
 
Innovation is key for startups as they bring to market something that no one has ever done 
before. While general theories, strategies, and market approaches can be seen as critical 
steps towards innovation, they are hardly the only steps (Kumar 2013). Startups need struc-
tures and processes, which haven’t been widely spread. 
 
Service design offers tools to design every little interaction between the customer and the 
business in a consistent way across the company (Livework, 2015). To drive innovation in an 
organization, there is a number of techniques that could be used. Kumar (2013) alone pro-
vides a selection of 101 methods that could be used by a startup throughout the innovation 
process. The choice of the method depends on the context of the design research.  
 
 
Figure 11. Design innovation framework, Kumar 2013 
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There are different ways to categorize these tools and methods. Kumar (2013) defines seven 
modes of activity for design innovation – Sense Intent, Know Context, Know People, Frame 
Insights, Explore Concepts, Frame Solutions, and Realize Offerings – and clusters the methods 
accordingly. Meroni (2010) clusters them into four main stages of design process - analysing, 
generating, developing and prototyping. Stickdorn (2012) provides a different model to illus-
trate how the tools and methods are related to each other (see Figure 12).  
 
 
Figure 12. “Bridging the Gap”, Stickdorn 2012 
  
As mentioned earlier, the development of the business model is not a linear process, but iter-
ative and incremental instead. The process of using the methods and tools of service design is 
similar by nature. While creating new services, startups are suggested to apply different tools 
and frameworks, which will strongly affect the development of one another. 
 
While all of the methods and tools of service design could be of great benefit for a startup, I 
have selected ten of them for the further research - observation, shadowing, design probes, 
storytelling, personas, service moodboards, service blueprinting, business model canvas, lean 
canvas and service logic business model canvas.  
 
The selected methods and tools of service design could be used by any member of a startup 
team in order to collect the insights from customers, partners and other stakeholders, as well 
as to initiate internal workshops and to come up with new service concepts. They cover dif-
ferent stages of a service design process (and business model development) that a startup 
typically goes though.  
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Some of these tools and methods have also been utilized for the research conducted for this 
thesis in order to fulfil the research objectives. The combination of selected methods and 
tools allows the researcher to acquire the unique knowledge in the natural context of entre-
preneurs. At the same time, the selected methods and tools help the researcher to under-
stand the culture and way of working in selected startups and to identify shared behavioural 
patterns out of the data. 
 
4.3.1 Participant observation 
 
Observation is one of the methods that fit into the general category of qualitative research. 
According to DeWalt et al. (2011, 3), participant observation is a way to collect data in natu-
ralistic settings by ethnographers who observe and/or take part in the common and uncom-
mon activities of the people being studied. It is a method in which a researcher takes part in 
the daily activities, rituals, interactions, and events of a group of people as one of the means 
of learning the explicit and tacit aspects of their life routines and their culture. In contrast, 
pure observation seeks to remove the researcher from the actions and behavior so that they 
are unable to influence them (DeWalt 2011, 21). 
 
Traditional participant observation is usually undertaken over an extended period of time, 
ranging from several months to many years. According to DeWalt et al. (1998), the strength of 
observation and interaction over extended periods of time is that researchers can discover 
discrepancies between what participants say—and often believe—should happen and what ac-
tually does happen, or between different aspects of the formal system; in contrast, a one-
time survey of people's answers to a set of questions might be quite consistent, but is less 
likely to show conflicts between different aspects of the social system or between conscious 
representations and behavior. 
 
Participant observation is both a data collection and an analytic tool (DeWalt 2011, 10), as it 
enhances the quality of the data obtained during fieldwork as well as the quality of the inter-
pretation of data, whether those data are collected through participant observation or by 
other methods. 
 
Observation can help uncover what people really do – as opposed to what they say they do. 
The goal of observation is to get detailed insights into a specific activity, find out how users 
behave while interacting with the service in their natural environment. According to Meroni 
(2011, 40), observation of behaviours while recording sophisticated user’s requirements can 
open up completely new opportunities for innovation, revolutionizing the traditional ways of 
thinking about a problem, as well as offering new forms of collaboration. 
 
 31 
Startups can use observation as a method to inspire new ideas and provide context for exist-
ing ones at the early stages of design process. It helps to achieve deep customer understand-
ing and co-design. It is a way to find out what is really important for the users and target the 
service development to answers the right issues. Observation helps in understanding users’ 
motivation, their unmet needs and their behavior. According to Moritz (2005, 195), many dif-
ferent service improvements can be considered from observing how users behave. 
 
4.3.2 Shadowing 
 
Shadowing is a qualitative research technique, which involves a researcher closely following a 
user over an extended period of time and quietly observing their activities and behaviour 
without distracting or influencing their behaviour in any way. During the shadowing, the re-
searcher writes an almost continuous set of field notes. Text, video and photographs can all 
be used, however, video often works best, as it captures the details that a person doesn’t 
always notice. According to McDonald (2005, 4), at the end of the shadowing period, the re-
searcher has a rich set of data to provide him with a first-hand picture of the user studied.  
 
Shadowing offers a vital advantage over traditional forms of research like surveys or focus 
groups: they let you spot the real moments when problems occur as well as situations where 
people say one thing but actually do something quite different. According to Engine (2015), 
shadowing helps you understand how people really use your service, and how you could im-
prove the experience in terms of what they would like the service to offer and not.  
 
Spending time within the service environment is often the only way to develop a truly holistic 
view of how the service is operating, as it provides an intimate understanding of the real-time 
interactions that take place between various groups and touchpoints involved (Stickdorn & 
Schneider 2011, 156).  
 
At the same time, shadowing data is typically more detailed than data gather through other 
approaches. According to McDonald (2005, 10), the data surface through shadowing is signifi-
cantly less constrained and interpreted by participants that the views obtained via a series of 
interviews.  
 
To conduct shadowing, a research typically needs to gain permission from both organizations 
and individuals. Security and confidentiality might be an issue for some. Another challenge 
with shadowing is gathering, processing and analysis of a huge data set, which can be ex-
hausting and overwhelming experience. 
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Startups could use this method at the early stages of their innovative project to gain valuable 
insights, which would form the basis of the project work. Shadowing could help startups iden-
tify customer needs and problems, and come up with initial service ideas. It could also be 
used as a method to test service prototypes with users to understand how the proposed solu-
tion answers their needs. 
 
4.3.3 Service Blueprinting 
 
Service blueprinting is a customer-centric approach used to map the customer journey as it is 
linked to provider actions. It helps to clarify the interactions between service users, digital 
touchpoints, and service employees, including the frontstage activities directly impacting the 
customer, and the backstage activities that the customer doesn’t see.  
According to Bitner (2008, 67), “service blueprints are first and foremost customer-focused, 
allowing firms to visualize the service processes, points of customer contact, and the physical 
evidence associated with their services from their customers’ perspective”. They illuminate 
and connect the underlying support processes throughout the organization, driving and sup-
porting customer-focused service execution. 
Figure 13. Example of service blueprint, Service Design Tools 2013 
Delivering customer value through distinctive, memorable service experiences requires a 
cross-functional perspective. According to Bitner (2008, 69), service blueprints help all mem-
bers of the organization to visualize an entire service and its underlying support processes, 
“providing common ground from which critical points of customer contact, physical evidence, 
and other key functional and emotional experience clues can be orchestrated”. 
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Service blueprints are often produced collaboratively, as this is a great way to bring together 
various departments or teams, which may exist within the organization of the service provider 
(Stickdorn & Schneider 2011, 204). According to Engine (2015), they can form a shared focus 
for the various stakeholders responsible for the development and delivery of a new service, 
and collaboratively developing or reviewing a service blueprint in a workshop setting can help 
bring people on board. 
Traditional service blueprinting technique could be extended to “expressive” by introducing 
the human quality dimensions. According to Meroni (2010, 113), the human elements add in-
sights to the mapping of customer and provider actions by noting customer behaviours and 
emotional states during the service engagement. These may be realised through observations, 
comments, or anticipatory behaviours and are mapped onto the blueprint in the form of text, 
icons, or graphics that mark these human attributes effectively (Meroni 2010, 256). 
 
 
Figure 14. Example of expressive service blueprint, Meroni 2010 
 
The expressive service blueprint helps to identify the human level experience of interacting 
with the service and areas of frustration that users are experiencing, and to respond with the 
right message. 
 
In context of startups, service blueprint can be used as a technique to better deliver a suc-
cessful customer experience and to identify new business opportunities. When designing a 
new service, service blueprints could be used very early on during the design process to help 
specify the various components of the service. When improving an existing service offering, 
service blueprints could be used to find out the areas that have to be reviewed and corrected 
(service gaps). When there are many players involved in providing a service, the technique 
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can help coordinate the complexity. Certainly, service blueprint is not the ultimate tool for 
all. Startups designing fully digital services might consider journey mapping or process flows 
instead. 
4.3.4 Storytelling 
 
Storytelling is a method to encourage users to tell rich stories with the purpose of identifying 
their needs, or underlying rationale, relevant in a particular situation (Holst & Ståhlbröst 
2006). According to Stickdorn & Schneider (2011, 202), it is a method for sharing insights and 
new service concepts. The purpose of the customer story is to describe the service experience 
as a whole consisting of several events, as each individual encounter is important in creating 
a composite image of the service in customer’s mind. 
 
A story can be communicated in different ways, including text, visuals, video or a combina-
tion of then. Afterwards a story be analysed based on the TRACE method. According to Nyman 
et al. (2011, 5), the TRACE is foremost a scheme to analyze the service stories by identifying 
the customer’s tasks (T), results (R), activities (A), contexts (C), and emotions (E). It exposes 
the customer’s reasoning, actions, reactions, practices, experiences, preferences, focus, en-
ergy and involvement, or lack of these over time within and beyond interactions with the ser-
vice provider. The events outside the interactions with service provider can be of utmost im-
portance for customer, explaining a major part of the service experience. 
 
According to Meroni (2011, 71), the benefits of the method include quickly identifying pat-
terns in service experiences that can be addressed or further researched and, at the same 
time it provides designers with the opportunity to become immediately empathic with the 
audiences they are designing for. 
 
Startups can use storytelling as an exploratory tool at the early stages of an innovative pro-
ject. The more stories are documented (through a series of storytelling sessions), the richer 
the data for interpretation and pattern analysis is available. Based on the analysed service 
stories, there could be many suggestions provided for the further development of the service. 
Each of the suggested improvements could make a significant difference for the experience of 
the users.  
 
Startups can also use storytelling while searching for a sustainable business model. Storytell-
ing could be a useful tool while filling in some of the building blocks of Business Model Can-
vas, including Customer Segments, Value Proposition and Customer Relationships (or Value 
Creation in the Service Logic Business Model Canvas). Storytelling could be used as a method 
to explain and communicate different service offerings. Good stories make it easier to attract 
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customers, employees, partners and investors. Without storytelling, content is often uninspir-
ing and nondescript. 
 
4.3.5 Personas 
 
Personas are usually imaginary characters built based upon real people. They assume attrib-
utes of the group of users (with similar behaviour) they represent – their lifestyle, social and 
demographic characteristics, cultural background, habits, needs, and desires. The aim of per-
sona is to illustrate the user’s behaviour patterns. According to Designing with People (2013), 
the persona should be believable to the viewer and can both stimulate new design concepts 
and help to validate them.  
 
 
Figure 15. Personas example, Service Design Tools 2013 
 
Personas can be built based on the data collected during earlier stages of design process, for 
example, during observations, or based on the quantitative data about the users. According to 
Engine (2015), posing questions and answering them as the persona character is often helpful 
to build up a character - quirky or unusual questions are often more insightful. 
 
Startups can use personas for analysis, idea generation, proposition development, and valida-
tion of the current service offering. It is a great tool when one wants to test different ideas, 
but doesn’t have access to potential users of your service. The design of the service should be 
constantly evaluated against personas in use. Personas could be a great tool while searching 
for a sustainable business model. It is advised to use personas to identify Customer Segments 
while filling in the Business Model Canvas. In service design, creation of personas is often fol-
lowed by building customer journeys to determine how a particular person experiences the 
service. 
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4.3.6 Service Moodboard 
 
A service moodboard is a composition of images and other materials that is used to represents 
the mood, atmosphere and style of a service or the environment where the service will take 
place. It derives from the adaptation, to the service context, of a tool usually applied in are-
as such as fashion, interior, communication or product design. According to Meroni (2010, 
252), its purpose is to make the character of the service interaction emerge. 
 
 
Figure 16. Moodboard example, Service Design Tools 2013 
 
Moodboards make it is easier for users to understand the service. According to Moritz (2005, 
227), it helps explain unconscious, sensual and intangible values of a service that are difficult 
to capture by words. Given that service design develops and designs experiences that involve 
different elements and work with different people this method helps to establish a shared 
understanding of the mood and atmosphere that a service uses and represents.  
 
Startups can use moodboards to improve internal collaboration (between designers, develop-
ers and management), as well as collaboration with partners and customers, and to avoid 
wasting time developing features no one needs. The best time to create a moodboard is in 
the early stages of the project, when the solution or its style is not yet defined. A moodboard 
allows sharing the vision in a way that speaks much louder than words alone. 
 
4.3.7 Design Probes 
 
Design probes are an approach of user-centred design for understanding human phenomena 
and exploring design opportunities (Mattelmäki 2006, 39). Probes are self-documentation tool 
that is used to gain qualitative data about peoples daily lives. The users or potential users 
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collect and document the material, working as active participants in the user-centred design 
process. According to Mattelmäki (2006, 40), probes are a collection of assignments through 
which or inspired by which the users can record their experiences as well as express their 
thoughts and ideas. 
The most popular types are diaries and camera studies, but probe kits can also include post-
cards, stickers, mind maps and other tools. According to Moritz (2005, 195), designer should 
prepare a research kit in advance and provide it to users together with instructions on how to 
use it. Users are then asked to document a day in their life, or take photos while performing a 
certain task.  
 
Figure 17. Probe kit, Designing with People 2013 
One of the main benefits of this method is that it enables the researcher to access areas of 
research where they could not access through interview or observation. The other benefit of 
the method is that the influence of the observer on the person being observed is minimized. 
Experiences are recorder as they occur, minimizing retrospection.  
Startups could use design probes during early stages of a project to collect information, build 
up interactions between users and designers, and support inspiration. Probes do not solve 
problems that are already known, but explore new opportunities. Making up the probes offers 
a researcher the liberty to act and apply their competence in a new situation. It also encour-
ages them to approach the user. According to Mattelmäki (2006, 59), researchers can start 
thinking of future users with creative imagination, and exploring possible directions or hy-
potheses concerning their solutions while planning the probes. 
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4.3.8 Business Model Canvas 
Business Model Canvas method is a strategic management tool that helps to generate, de-
scribe, challenge and improve an existing business model or create a new one to compete 
better. It is a way to the rationale how an organization creates, delivers, and captures value. 
It is important for every company to understand and address the challenge of business model 
innovation while creating value for a company and customers.  
According to Osterwalder, a business model can best be described through nine basic building 
blocks that show the logic of how a company intends to make money. These blocks are cus-
tomer segments, value propositions, channels, customer relationships, revenue streams, key 
resources, key activities, key partnerships, and cost structure. The nine blocks cover the four 
main areas of a business: customers, offer, infrastructure, and financial viability. 
 
 
 
Figure 18. The Business Model Canvas, Business Model Generation 2015 
 
The strategy and vision for the future of a company has to be based on the understanding of 
the business, the current position, the customers, what is offered to customers, and how the 
company has come to this point. It is also important to know how profitable the business is, 
how successful the company is doing compared to its competitors, and what the core capabil-
ities and strengths of the organization are. Osterwalder & Pigneur (2014) provide a set of key 
questions to answer in order to evaluate each of the nine blocks (see Figure 18 above). 
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Even though the BMC has been described to be effective and fast method to understand and 
develop an entire business model of an organization, including value propositions and cus-
tomer’s segments, it has been claimed to represent goods-dominant logic instead of service-
dominant logic (Ojasalo, 2013). In contrast, the Service Logic Business Model Canvas (Ojasalo 
& Ojasalo, 2015) was developed to include service logic philosophy.  
4.3.9 Service Logic Business Model Canvas 
Service Logic Business Model Canvas (Ojasalo & Ojasalo, 2015) is a modified version of Oster-
walder & Pigneur’s (2010) Business Model Canvas that was introduced in order to provide a 
business model framework that takes into account the principles of the contemporary busi-
ness logics – Service Dominant Logic (Vargo & Lush, 2004), Service Logic (Gröönroos, 2006), 
and Customer Dominant Logic (Heinonen et al., 2010).  
 
 
Figure 19. Service Logic Business Model Canvas, Ojasalo & Ojasalo 2015 
 
Like the original Business Model Canvas, The Service Logic Business Model Canvas is composed 
of nine blocks, each of them meant to consider both the provider and the customer view-
points. Instead of thinking only from their own perspective (as traditional Business Model Can-
vas suggests), companies are advised to constantly consider customers’ experiences based on 
deep customer insights. As customer’s understanding of service is considered to be different 
from the understanding of the service provide, the framework is more in line with Heinonen 
et al. (2010). This is the major change towards customer-dominant thinking. 
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First of all, the Service Logic Business Model Canvas suggests analyzing customer’s life in 
depth instead of focusing on the actual business of the company. Value Proposition and Value 
Creation refer to the value customers can expect from the service provider, and the actual 
use of the value proposition by the customer. Interaction & Co-production block helps under-
stand how the customer participates in the service provider’s activities. Revenue Streams & 
Metrics and Key Resources blocks help understand the gains of the service provider (both tan-
gible and intangible) and operational resources required (knowledge, skills). Key Partners and 
Mobilizing Resources & Partners deal with partners involved in value creation, while Cost 
Structure analyzes the costs related to the business model. 
 
The model is designed to be applied individually to different customer profiles or customer 
groups with similar behaviors to consider specific contexts. The development of each profile 
is linked to and strongly affects the development of other profiles and business models.  
 
With a new model of lean service development, Ojasalo & Ojasalo (2015) address the 
knowledge gap in the intersections of business logics for service, business models, and lean 
development. Lean and agile development, based on iterative and incremental process with 
frequent customer feedback, have already been adopted by many startups and small busi-
nesses. Ojasalo & Ojasalo (2015) propose an application of these approaches to be used in 
service development and business model development. Indeed, the Service Logic Business 
Model Canvas is more suitable to early-stage startups creating new services at high speed and 
low resources. Customer-focus is crucial for these companies.  
 
4.3.10 Lean Canvas 
 
Lean Canvas was created by Maurya (2012) as an adaptation of the original Business Model 
Canvas by Osterwalder & Pigneur (2011). Lean canvas was designed primary for entrepre-
neurs, not consultants or customers. It assumes higher risks and uncertainty, and lack of 
proper understanding of a (potential) problem, and therefore more suitable for startups.  
 
 41 
 
Figure 20. Lean Canvas, Leanstack 2015 
 
Comparing to traditional Business Model Canvas (BMC) and Service Logic Business Model Can-
vas (SL BMC), Lean Canvas is often seen as simple and adaptive. Several blocks of the tradi-
tional BMC are replaced – instead of Key Partners and Key Activities Maurya (2012) suggests 
using Problem and Solution blocks. Many startups fail because they build wrong products. 
Therefore, reaching a good understanding of the problem is crucial for a startup to success. 
At the same time, startups need to think about solutions that customers will be ready to pay 
for. Key Partners and Key Activities blocks could be of more importance for an established or 
later-stages companies. 
In Maurya’s canvas (2012), Key Resources and Customer Relationships blocks are replaced 
with Key Metrics and Unfair Advantage. For startups, it is crucial to identify the relevant met-
rics early on, follow their development regularly and make necessary changes along the way 
in case of unsatisfactory performance. At the same time, the focus on resources is not rele-
vant to many. The Unfair Advantage block is meant to help startups define their uniqueness 
and position themselves against the competition.   
The Lean Canvas could be used by startups as one of the first steps on the way of defining a 
business model. It helps to quickly test the most risky assumptions and get the feedback from 
the market. It could also be used to test new product or service features. 
 
 
 42 
4.4 The application of service design methods and tools 
 
Due to the increasing number of service design methods and tools, their application in 
startups is not yet extensively covered in the contemporary literature. There is more data 
available on the practice of using of service design methods and tools in established enter-
prises. While some startups might be aware of the methods and tools of service design, they 
do not help entrepreneurs unless the application of them is well understood.  
 
 
5 Research methodology  
 
Prior to conducting the research, I have strengthened my understanding of service design 
methodology (including it’s processes, methods and tools), as well as lean startup methodolo-
gy by conducting the literature review. 
 
During the research process, the insights have been collected from different sources and using 
different methods to ensure a holistic understanding of needs, requirements, constrains and 
opportunities (see Figure 20). Being a professional investor myself, I have observed many 
start-up companies while they were pitching to investors to better understand their behavior, 
as well as the issues they were facing when presenting their services. While the need for tech 
& sales expertise is typically well understood, the need for design expertise is still underrat-
ed. It would be interesting to understand the reasons behind this phenomenon. 
 
5.1 Research background 
 
During the observational study, my aim was to gather firsthand information about social in-
teractions in a natural occurring context. My initial study was solely exploratory, and I didn’t 
keep either sufficient notes, or recordings. I can only provide brief extracts to support my 
findings, making the accuracy of the research questionable. However, these findings form a 
base for further research. In addition, I have conducted desk research as well as collected 
market trends to familiarize myself with the setting before starting the sampling. 
 
While planning the research study, I have also conducted several interviews and informal dis-
cussions with investors in the Northern Europe. My goal was to gather valuable insights from 
the experts in the field of venture capital in the exploratory stage of my research using quali-
tative methods. As I expected, most of the investors agreed that startups with design exper-
tise were more attractive to them as potential investment targets.  
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5.2 Research design 
 
During the research, my goal was to understand the concerns and motivations of entrepre-
neurs to invest in service design at an early stage of their company development. I have se-
lected to use organizational ethnography as a method to collect the insights from a small 
sample of startups based out of the Nordic countries. The startups were based on the criteria 
described below (see Figure 22) to represent different countries and verticals. Even though 
the selected research method could be characterized by the relative slowness, being social-
ized in the field I could conduct it within several months.  
 
Phase 0 Phase 1 Phase 2 
 
Observational study 
 
Organizational ethnography 
 
Online survey 
Desk research Face-to-face interviews  
Trend analysis Shadowing  
Investor interviews 
 
  
Figure 21. Stages of research, Gianelli 2015 
  
Organizational ethnography is a multi-method approach (observation, interviewing, document 
analysis, examination of the use artifacts) whose pivotal feature is participant observation 
(Silverman 2011, 69). What most distinguishes ethnography (and observation as a method) 
from other methodologies is “a more active role assigned to the cognitive modes of observing, 
watching, seeing, looking at, gazing at and scrutinizing” (Silverman 2011, 15).  
 
I used face-to-face interviews with carefully selected sample, as well as participant observa-
tion method to gain insights on the topic. In addition, I used the shadowing method to collect 
more behavioral data from the entrepreneurs. While conducting qualitative contextual re-
search, my aim was to obtain context and stories that were critical to startups, as well as un-
derstand why certain patterns are happening.  
 
While quantitative surveys can be used on much larger samples than qualitative interviews, 
allowing inferences to be made to wider population (Silverman 2006, 39), this data gathering 
technique doesn’t allow gathering contextual insights. A real strength of qualitative research 
is that it can use naturally occurring data to find the sequences (“how”) in which partici-
pants’ meanings (“what”) are deployed and thereby establish the character of some phenom-
enon (Silverman 2006, 44). Contextual sensitivity was crucial to my research.  
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According to Eriksson & Kovalainen (2008), the process of qualitative research is not linear. 
Instead, “the circularity of the research process can be related to the so-called hermeneutic 
circle. The hermeneutic circle refers to the methodological process of understanding, con-
structing and deepening a meaning in the interpretative process during research activities”. 
Interpretation of the new information allows the researcher to reflect on previously analyzed 
information. During the reflection process, the research is critically evaluated. 
 
While each individual’s experience was important and unique, ultimately I was seeking to find 
patterns in the data. My aim was to explore the motivation of seven companies registered in 
Finland and the Nordics. To select the sample startups, I used the following criteria: 
 
• The company has to be registered in the Northern Europe 
• The company has to be incorporated no earlier than 2013 
• The company can work either in B2B, or B2C domain 
• The service of the company is delivered digitally (e.g. software, marketplace) 
• The team is between 5 and 15 people 
• The company has raised less than EUR 3 million external funding 
• The company is led by firs-time entrepreneur 
 
 
Company Year Of 
Inception 
Country Domain Vertical Personnel Funding 
 
Startup 1 
 
2013 
 
Finland 
 
B2B2C 
 
Ecommerce 
 
10 
 
€450.000 
Startup 2 2013 Finland B2B Software 7 €10.000 
Startup 3 2013 Finland B2C Health 14 €2.500.000 
Startup 4 2013 Denmark B2B Ecommerce 8 €300.000 
Startup 5 2014 Finland B2B Software 5 €600.000 
Startup 6 2014 Sweden B2B Software 5 €400.000 
Startup 7 2013 Denmark B2B2C Software 13 €1.500.000 
 
Figure 22. Startups selected for interviews, Gianelli 2015 
 
To obtain insights from different types of companies, I have selected the representatives 
from different domains (business-to-business and business-to-consumes), verticals and coun-
tries. The startups were registered and based out of Finland (four), Denmark (two), and Swe-
 45 
den (one). Some of the companies had already raised seed funding; others were fundraising.  
Based on the literature review, the exploratory research phase and the context of selected 
companies, the following research questions have been formulated: 
 
1. Are the startups familiar with contemporary logics of service creation? 
2. Are the startups familiar with service design, its methods and tools? 
3. Are there any tools and methods of service design in use in the startups? Which ones? 
4. Have the startups been using professional design services? 
5. Can the startups see the relationship between design and fundraising process? 
 
The data gathered during the research has been used to understand how the adoption of ser-
vice design methods and tools affects the performance of the selected startups. The findings 
of the research were used to validate the hypothesis that startups with design competence 
perform better, and therefore are more attractive to investors. 
5.3 Data collection 
 
Based on the literature review and the theoretical frameworks discussed in the previous chap-
ters, I have formulated several open-ended interview questions on each of the research topics 
to prepare for the semi-structured interviews. My goal was to make data collection as easy as 
possible, and focus on the data analysis instead. My aim was to gather an authentic under-
standing of people’s experiences; therefore most of the questions used during the interviews 
were open-ended. 
 
Research question Interview questions 
 
Are the startups familiar with 
goods-dominant and service-
dominant logics? 
 
• Are you familiar with goods-dominant and service-
dominant logics of value creation? 
 
 
Are the startups familiar with 
service design, its methods and 
tools? 
 
 
• Are you familiar with service design? 
• Are there any methods and tools you are familiar with? 
Which ones? 
• If yes, do you use them in your startup? 
• Are you familiar with observations, shadowing, service 
blueprint and personas (explain using the cards)? 
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Are there any tools and meth-
ods of service design in use?  
 
 
• Tell me about the tools and methods of service design in 
use in your startup 
• Why have you selected the tools? 
 
 
Have the startups been using 
professional design services? 
 
 
• Do you have a designer in your team? 
• Why/why not? 
• If not, when would you consider recruiting one? 
• Have you received funding from angel investors? 
• If yes, does any of them have design expertise? 
• Have you been using design agencies? What was your 
experience? 
 
 
Can the startups see the rela-
tionship between service design 
and fundraising process? 
 
 
• Do you think the design of your service affects your 
fundraising process? 
• Why/why not? 
• Tell me about your experience with fundraising 
 
Figure 23. Interview questionnaire, Gianelli 2015 
 
In addition to the above questionnaire, I have prepared 10 cards to illustrate the methods and 
tools of service design described in the previous chapter. My assumption was that people 
might be unfamiliar with the names of the methods, even though the methods might be in use 
in their startups. Hence, my goal was to make the abstract methods more concrete. 
 
Interviews were carried out during second half of 2015. The interviews were audio-recorded, 
photographed and transcribed. Transcripts of the recording of the interviews provided a high-
ly reliable record of my interactions with entrepreneurs, to which I could return during the 
data analysis stage. 
 
In addition to conducting face-to-face interviews, I’ve spent time with each of the inter-
viewed teams to see how they operate and communicate in their natural environment. To 
keep track of the observed data, I relied on the fieldnotes with the minimum amount of in-
formation recorded. I wanted to understand what people were doing, how and why, as well as 
observe how people interact with each other. Observational data can highly contribute to un-
derstanding how startups function. 
 
While observational studies are not seen as an important method of data collection in quanti-
tative research (Silverman 2006, 19), they have been fundamental to this research. Observing 
 47 
entrepreneurs while they were pitching to investors prior to forming the questionnaire was 
very important. Observation was also crucial to understand different cultures, as I have been 
interviewing international entrepreneurs with different cultural backgrounds. 
 
My aim was to better understand personal stories of the founders. To explore the experiences 
of the interviewed entrepreneurs and gain more insights, I have used storytelling technique 
myself to bring up certain examples from the industry. 
 
To gather additional data for my research, I have created an online survey that was distribut-
ed to a wider group of entrepreneurs, mostly in the Northern Europe. According to Mat-
telmäki (2006), survey research belongs to the traditional methods used in human-centered 
design and focuses on giving statistical proof for issues already known. Therefore, the survey 
has been conducted post the interviews. 
 
Online survey was favorable due to a random sample, ease of reach and speed. Internet tech-
nologies and online communities make it easy for researchers to reach a big variety of seg-
ments of society through online survey research (Wright, 2005). According to Wright (2005), it 
is easy to access people with specific interests, believes and values. The type of sample 
reached using an online survey may have an impact on the results. At the same time, the data 
reported by respondents might significantly differ from their actual behavior. 
 
The online survey was created using Typeform service, which allowed to collect and analyze 
the data easily. The survey was carefully designed to include short and easy-to-understand 
questions. Most of the questions were multiple-choice; several were open-ended. 
 
 
Figure 24. Screenshot from online survey, Gianelli 2015  
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Online survey allowed me to reach high variety of people at high speed and no cost. The sur-
vey was distributed to entrepreneurs in the existing database of a Finnish venture capital 
fund, as well as to entrepreneurs in a Finnish startup accelerator. 
 
The online survey was meant to discover additional signals, and not to provide statistical sig-
nificance, therefore a sample of 30 startups was considers acceptable. Respondents were 
from 8 countries, with the majority coming from Finland. 
 
 
5.4 Limitations of the data collection process 
 
There are certain limits to the methodology used in the research that should be noted. First 
of all, the size of the selected sample was small, but appropriate for the research. To in-
crease the reliability of the results, it is recommended to work with larger sample. Authentic-
ity rather than sample size is often the issue in qualitative research (Silverman, 2006). My aim 
was to gather an authentic understanding of people’s experiences; therefore most of the 
questions used during the interviews were open-ended. 
 
The reliability of the representativeness of the sample can be questioned. The reliability of 
the interpretation of transcripts may be weakened by a failure to note certain intonations or 
body movements, even though the interviews were recorded and transcribed carefully. The 
selected approach might neglect how each individual experience is shaped by cultural forms 
of representation.  
 
The results of online survey do not generate sufficient insights to design new solutions, and 
do not reveal individual needs and motivations of entrepreneurs. However, while combined 
with other qualitative methods, it could be valuable technique to generate statistical proof. 
 
Another criticism of the conducted research relates to how sound are the explanations it of-
fers. This is sometimes known as the problem of anecdotalism, revealed in the way in which 
research reports sometimes appeal to a few telling “examples” of some apparent phenome-
non, without any attempt to analyze less clear (or even contradictory) data (Silverman 2006, 
47).  
 
To make the research more valid, I have made an attempt to deal with contrary cases during 
the data analysis stage. When certain patterns were identified in the data, I tabulated in-
stances of this pattern in all of the data available. The deviant cases were used to revise the 
understanding of the pattern. 
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6 Data analysis 
 
During the research, I have restricted myself to work with only interview transcripts and field 
notes, and left out more complex data like video recordings. However, the amount of infor-
mation collected was high. The risk of producing heaps of useless data but missing the essen-
tial material is very real in organizational ethnography if, for instance, one is going to try to 
describe and deconstruct the culture of an organization (Silverman 2011, 65). 
 
6.1 Coding the data 
 
The gathered data was organized using coding technique. Coding is one of the main activities 
done by qualitative researchers throughout the research process. It involves sorting data into 
categories for further analysis and theory building (Silverman & Patterson 2015, 27). Field 
notes and interview transcripts were read line-by-line and assigned codes to discrete excerpts 
in the data (open coding). Codes are words or brief phrases that capture the meaning con-
veyed in data (Silverman & Patterson 2015, 28).  
 
 
Figure 25. Content analysis and coding, Gianelli 2015 
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After the open coding process was completed, the results were compared, and new broad 
data categories have been formed (focused coding). The goal of focused coding is to take dis-
crete codes from the open coding process and organize them into overarching categories that 
can be used in subsequent analysis (Silverman & Patterson 2015, 28). Focused codes were 
generated based on the collected and analyzed data, as well as drawn from the analyzed lit-
erature.  
 
Data has been organized into tables using Microsoft Excel & Word software with separate col-
umns for open and focused codes. Figures X displays coded data from the interviews, while 
Figure Y includes coded data from online survey (open-end responses). 
 
 
6.2 Additional data from online survey 
 
The data from online survey was used to spot additional signals. Survey coding was conducted 
in a similar manner - the open-end responses were analyzed and categorized into different 
groups. The responses had to be interpreted carefully to avoid misinterpretation of the data. 
All the responses were read at once first to get a feel for the themes that are recurring in the 
data set. The responses to open-ended questions are the most unaffected parts of survey 
analysis, as the respondents could write anything that came to mind.  
 
 
Figure 26. Coded data from online survey (open-end responses), Gianelli 2015 
 
 
I have worked through all the collected data to find examples, which don’t fit my original 
supposition. A few outliers were added into the “Other” category. The results are provided in 
the following chapter. 
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7 Key findings 
 
The data gathered during the research has been used to understand the adoption of service 
design methods and tools in Nordic startups, as well as to identify the link between the adop-
tion of service design and fundraising process. Seven first-time entrepreneurs were inter-
viewed, and thirty additional entrepreneurs responded to the online survey. The findings of 
the research are presented below per research question. 
 
 
7.1 Startups are only partially aware of service design methods and tools 
 
Based on the collected and coded data, it could be concluded that the adoption of service 
design methods and tools in the Nordic startups is fair. Some of the interviewees mentioned 
specific tools and methods. Others didn’t know what these methods and tools are. 
 
“I'm familiar with design thinking. We have been using lean startup method, and there are 
certain design elements. It's a customer-driven method.” (Interview 1.) 
 
"I'm not a designer myself, but I worked for a service design consultancy. I got exposed to 
many of these tools, like creating moodboards, storytelling, personas, scenarios, business 
model canvas, quick prototyping." (Interview 2.) 
 
“Yes, I’m familiar with service design. We have been using many methods and tools in our 
startup. Personas, moodboards.” (Interview 3.) 
 
“I’m not sure. I’ve heard something about it. Like interaction design.” (Interview 5.) 
 
It’s important to note that the interviews were conducted primarily with CEOs/founders of 
startups; some of them might be unfamiliar with service design while having a professional 
designer onboard. Most of the interviewed startups had designers in their team; however, 
mostly graphic designers responsible for the look and feel of their products and services. 
 
Out of thirty responders of the online survey, at least eight (26%) were not sure what the 
methods and tools of service design were. Other two responders answered that they didn’t 
use any – these people might have been unfamiliar with the methods either. All the respond-
ers who answered that they did use service design methods and tools were able to name some 
of them. 
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The online survey has also been shared primarily with startup CEOs/Founders. Six (20%) out 
eight responders, who were not sure what service design methods and tools were, answered 
that they had a designer in their team. The two responders who didn’t use any answered that 
they didn’t have any designers onboard.  
 
Correlation between the origin of a startup and design in use is not obvious. Out of the seven 
interviewed startups, four were based out of Finland and three were based out of other Nor-
dic countries. All the startups from outside of Finland were familiar with service design, while 
only some of the Finnish ones were. The results of the online survey were similar. All the 
three Danish startups answered that they were familiar with service design, while two out of 
three Swedish ones and seven out of fourteen Finnish ones were positive.  
 
 
7.2 Service design methods & tools are already in use in some startups.  
 
Based on the collected and coded data, it could be concluded that service design methods 
and tools are not yet widely spread. While some of the interviewees mentioned very specific 
ones, others didn’t know what the methods and tools are.  
 
There are certain tools that startups adopted easily - lean startup, co-creation, design think-
ing, business model canvas, and personas were familiar to most of the respondents. 
 
“We have been using lean startup method, and there are certain design elements. It's a cus-
tomer-driven method. Have you heard of co-creation? This co-creation is the concept we took 
in use, and merged with design thinking. Service blueprint - no. Personas I have done. Before 
starting with this startup, I participated in some workshops in Hub Helsinki, workshops on 
business model, business model canvas. I don't know if we used them (personas) at work 
nowadays in a formal way. I knew it from before.” (Interview 1.) 
 
“Personas, moodboards, focus groups. Observation we used, shadowing not.” (Interview 2.) 
 
“We are not using any today. At the beginning we engaged a designer to help us develop the 
application.” (Interview 5.) 
 
The top five techniques mentioned by online survey respondents were - prototyping (7), user 
research methods (5), sketching (4), personas (2), and design thinking (2). Other methods and 
tools were mentioned by one or two respondents each. Some of the respondents mentioned 
exact names of online software they used (instead of naming a method) – e.g. Invision was 
one of the applications for prototyping, Google Draw - for sketching.  
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Figure 27. Top methods & tools mentioned by online survey respondents, Gianelli 2015 
 
 
Both of the interviewed startups with more than €1.000.000 of external funding mentioned 
several service design methods and tools in use.  
 
Both interviewees and online survey respondents that were familiar with service design meth-
ods and tools mentioned on average 5 methods each. This might illustrate that once a startup 
gets familiar with service design methods and tools, it takes at least several of them into use. 
Therefore, spreading the awareness of service design as a methodology as oppose of introduc-
ing separate tools could be considered important. 
 
Based on the observations, several startups understood that good design was evidencing. 
Some startups demonstrated prototypes of new products and services around their office 
spaces, which serve as a way to communicate new ideas. These artifacts were good sings of a 
design-centric business. According to Omar (2014), “the habit of publicly displaying rough 
prototypes hints at an open-minded culture, one that values exploration and experimentation 
over rule following”. Most of the teams learn in the process of doing, iterating, and pivoting. 
Failure is accepted, and sometimes encourages.  
 
 
7.3 Many startups have invited designers onto their teams 
 
Based on the conducted interviews, it is easy to conclude that there are many designers in 
technology startups today. Surprisingly, six of the seven interviewees answered that they al-
ready had a designer in their team. At the same time, most of them were graphic designers. 
"Yes, one (designer) is part of the team already. He hasn't been doing the work on a concep-
tual level, but executing based on our guidance. I have been concepting, and instructing him 
then." (Interview 1.) 
8 
4 
6 
2 
3 
0 
2 
4 
6 
8 
10 
Prototypes Sketch User research 
methods 
Design 
thinking 
Personas 
 54 
 
In addition, some of the interviewed startups used an external consultant or an agency. How-
ever, the experience of the startups from working with consultants or agencies varied a lot. 
When interviewees have had clear expectations and provided a good brief, they were typical-
ly satisfied with the results. 
 
“Yes, we have used a couple of agencies. We used one for brand design. Our experience was 
not bad; that’s a British way to say it. They did a good work developing how brand should 
look like. Implementing that - they failed. That's why design shouldn't be outsourced. To 
make implementation easier, we need one (designer) onboard.” (Interview 1.) 
 
"We have hired a consultancy of two guys, so can not call it an agency. Our experience was 
really good. We were clear in what we were looking for. They were hired exactly based on 
the skills we needed." (Interview 2.) 
 
“Our experience with freelancers was really nice. I was first looking for a UI designer, and 
then he mentioned that we might need the interaction designer. Working with them was 
very nice. An interaction designer brought up very practical things on how to make the whole 
experience easier. I would really love to involve designers in the future.” (Interview 5.)  
 
Similar results came up from the online survey - majority of the respondents (76%) answered 
that they had a designer in their team. Several startups had used an external agency or a 
freelancer. Only three responded that they didn’t have any designers involved. While having a 
designer onboard is typically good for a startup, the entrepreneurs or the management team 
can also introduce the service design approach. 
 
Out of all the interviewed and surveyed startups, not a single one had an angel investor with 
design expertise. As design competence is especially needed at a very early stage of a service 
development, it could be beneficial for a startup to consider getting help from an experience 
angel investor or advisor with design background.  
 
It was interesting to see that while 76% answered that they had a designer it their team, only 
52% could name some service design methods and teams. This means that having a designer 
onboard is not enough to create awareness of service design methods and tools among the 
team. There might be multiple reasons for that: designers might not have necessary experi-
ence and skills, or they might not have enough authority or desire to promote service design.  
 
While talking about service design, people often referred to a visual appearance of a product 
or service as oppose to methodology of designing with the service-dominant logic in mind to-
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gether with customers. This might explain that some of the designers in interviewed startups 
didn’t have any service design or user experience background.  
 
"This person didn't have experience in UX from before. I think now my time is falling short, I 
truly believe we need someone thinking about the flow. Even if it's an email to customers, 
we need to design what to write etc. For me design is not visual part only, but communica-
tions is part of design. In total we are around ten (people) now. We are reaching to the point 
we need an experienced UX designer."  (Interview 1.) 
 
“I was first looking for a UI designer, and then he mentioned the interaction designer.” (In-
terview 5.) The interviewed founder explained that he didn’t realize the need for an interac-
tion designer until his UI/graphic designer raised the issue. 
 
There is a big misconception about the role of a designer. The need for branding, a visual 
facelift, UI, and communication material is easy to identify. The need for improved internal 
processes and better user experience is typically not that visible. At an early stage, many 
startups get junior designers onboard to fix a clear problem – e.g. to create a website, an ap-
plication or certain communication materials. A junior designer is more affordable for a 
startup, but typically doesn’t have a holistic view of a service. 
 
In contrast, an experienced designer can help foster collaboration within the team, open up 
communication with customers, validate ideas, create new services, gain better understand-
ing of the competition, differentiate the brand, and deliver better user experience. In other 
words, service design can have a significant impact on all of the key performance indicators 
of a company, including brand perception, customer engagement, satisfaction, and ultimately 
revenue. Therefore, it is important to utilize the skills of designers in all the key activities of 
a startup, and involve them in the decision-making process.  
 
7.4 The role of design in fundraising process is not yet understood. 
7.4.1 Can service design help you raise capital? 
 
The connection between the use of service design and fundraising process is not yet well es-
tablished. Some of the interviewed entrepreneurs responded that design might affect fund-
raising process; others didn’t see any link. At the same time, several of the interviewed en-
trepreneurs mentioned that the use of service design methods and tools in the service devel-
opment process helps them to advance in building the business faster. Therefore, it might 
have an indirect influence on the fundraising process. 
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“Depends on a company. If your product is more B2C - yes. Like if I'm starting a fashion busi-
ness without having design sense, it will be difficult to raise money. But If I'm in data sci-
ence, design is less important. I might be able to raise. Having design sense won't raise the 
probability. If it’s a tech company, you have to go to the substance when talking to inves-
tors.” (Interview 1.) 
 
"We are not fundraising at the moment, because we've got customers. We didn’t want to di-
lute ourselves. So we invested in design to get these customers. But the investment in design 
paid back in terms of sales, a lot. We have even invested in designers to make slides for us, 
so that they would look really good and clear." (Interview 2.) 
 
It’s difficult to find out how much value will be delivered through service design. It is also 
challenging to calculate the return on an investment in service design processes and tools. 
Entrepreneurs are likely not to get direct feedback from investors regarding the look and feel 
of their services. At the same time, internal processes aren’t visible to investors at all. There-
fore, entrepreneurs might not be aware of the fact that design might affect their fundraising 
process.  
 
It is worth mentioning that many startups focused on technology (or founded by individuals 
coming from an engineering background) see design as less important element comparing to 
technology itself. This could be argued. Today, unique technology is no longer enough to suc-
ceed. Investors do see technology as a differentiator; so do they see design.  
 
Online survey brought up similar results. Only half of the respondents thought that design of 
their products or services affected their fundraising process. Assuming that most of the re-
spondents were CEOs and founders directly involved in fundraising, the ratio isn’t that good. 
It would be interesting to conduct further research to understand the reasons for that. 
 
7.4.2 Does it help to have a designer in a team when you are fundraising? 
 
There is no clear correlation between the amount of external funding received and a pres-
ence of a designer in a team. The startup that received €600.000 seed funding didn’t have a 
full-time designer onboard, but used two external experts. The four startups with less than 
€500.000 in external funding had designers in their teams. The two startups with more than 
€1.500.000 also had designers. 
 
At the same time, the profiles of designers onboard the interviewed startups were very dif-
ferent. At a startup, you need your first designer to be versatile and to have a diverse set of 
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skills, since she will be doing everything – from strategy to UX to branding. While an experi-
enced designer might strongly influence the fundraising process, a junior designer might not 
be as important. 
 
One of the interviewees pointed out that even if he had money to recruit a designer, he 
would have difficulties in finding an experienced designer available to join his startup. Expe-
rienced designers are hard to find and expensive to recruit. 
 
Based on the analyzed data, one can conclude that startups recruit designers at different 
stages – some of the interviewed CEOs recruited a designer when their team was less than 
five people, others didn’t have a single designer in a team of ten-fifteen.  
 
“If I look at our startup, we need at least five full-time developers (to recruit a designer), so 
that makes eight to ten people all together. Right now we are three developers and one 
business developer. So when we are raising the next round and releasing the second version 
of the product, we can bring design into the company.” (Interview 5.) 
 
All the survey respondents who didn’t have any designers in their teams answered that they 
have received less than €500.000 in external funding. Their teams were below ten people. All 
startups with more than €1.000.000 in external funding had a designer onboard. Their teams 
were above ten. 
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8 Conclusions 
 
This study examines how service design can help a technology startup increase the chances to 
secure external funding, as securing external capital at the early-stage of development is one 
of the major challenges for technology startups. The aim of this research was to find a corre-
lation between the use of service design methods and tools and the successful fundraising 
process. Moreover, it was important to understand if startups were aware of service design 
methods and tools, as they could be used to develop services in a more customer-centered 
way and to bridge the gap.  
 
Based on the knowledge gap identified during the literature review, the exploratory research 
phase and the context of selected companies, the following questions have been formulated 
prior to conducting the research: 
 
1. Are the startups familiar with service design, its methods and tools? 
2. Is the application of service design methods and tools understood by entrepreneurs? 
3. Are there any tools and methods of service design in use in the Nordic startups?  
4. If so, which ones? 
5. Have the startups been using professional design services? 
6. Is there a relationship between service design and fundraising process? 
 
To achieve the aim of the study and to find answers to the research questions, seven face-to-
face interviews were conducted with first-time entrepreneurs in technology startups in Fin-
land, Sweden and Denmark. The results of the conducted studies offer insights from different 
angles, providing a fair understanding of the challenges experiences by the Nordic technology 
startups. Due to the limitation of the gather data, the conclusions of the thesis are subject to 
generalization, and are influences by external factors and authors’ background. 
 
First of all, the results of the conducted study demonstrated that Nordic technology startups 
are only partially aware of service design methods and tools. Service design was perceived 
differently by all the interviewed entrepreneurs. Based on the data gathered during the 
research, today they fall into three categories: a) not familiar with service design; b) have 
some awareness of service design; and c) familiar with service design, and see it as an 
important methodology. 
 
Majority of the interviewed founders represent the first two categories (with some entrepre-
neurs not familiar with service design at all). Therefore, there is a clear need to increase the 
awareness of service design methods and tools among technology startups in the Nordic coun-
tries, as they enable startups develop their products and services in a more effective way.  
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The second important finding is that every company uses service design differently. There are 
certain methods and tools that are familiar to and adopted by many interviewed entrepre-
neurs - lean startup, prototyping, sketching, personas, and business model canvas were 
among those. Many other tools are still not in use. At the same time, the application of ser-
vice design methods and tools in a technology startup is strongly influenced by the previous 
experiences and background of the entrepreneurs. 
 
Thirdly, the study reveals that many startups have invited designers onto their teams. At the 
same time, having a designer onboard is not enough to create awareness of service design 
methods and tools among the team. Neither does it necessarily make the startup’s fundraising 
process more successful. Some designers might not have relevant background and skills to 
promote service design methodology; others might be excluded from the key activities of a 
startup. Therefore, to become more service design driven, startups have to ensure service 
designers are involved in all their key activities and in the decision-making process from the 
early days. 
 
Furthermore, there is no strong correlation between using external design services and a suc-
cessful fundraising process. The reason for that might be only partial involvement of external 
designers in the key development activities of a startup, which is not sufficient to promote 
service design methodology. 
 
The research conducted for this thesis has proven that it is challenging to find a strong corre-
lation between the use of service design methods and tools and the ability of the startup to 
secure external funding. There is no strong evidence that entrepreneurs familiar with service 
design are more successful in securing external funding.  
 
Overall, it’s difficult to conclude how much value can be delivered through service design. It 
is also challenging to calculate the return on investment in service design. The concrete ben-
efits of using design are generally hard to measure, due to the unknown and qualitative na-
ture of success factors (Weist, 2009). It is hard to draw the line between service design and 
other key activities of a startup, such as marketing, sales, and product development. 
 
Moreover, entrepreneurs might not be aware of the fact that the use of service design might 
affect their fundraising process, as they typically don’t get direct feedback from investors 
making negative investment decision. However, the more a startup utilizes the methods and 
tools of service design in their service development process, the faster it advances with build-
ing their business.  
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At the same time, the small sample of startups certainly affected the outcome of the re-
search. In addition, some of the interview questions might have been formulated incorrectly. 
Therefore, it is recommended to continue the research with a higher number of technology 
startups. 
 
Finally, the thesis work has resulted in a set of recommendations for seed-stage technology 
startups to better tackle the challenges they face at the early stage of their development us-
ing service design principles, methods and tools. The guidelines are provided based on the 
literature review, the analyzed data as well as the authors’ industry experience.  
 
To increase the awareness of service design among Nordic startups, the recommendations will 
be published in a series of blogposts and promoted by relevant organizations. Certainly, con-
tinuous improvement of the startup ecosystem is crucial for the development and competi-
tiveness of the region.  
 
 
8.1 Recommendations  
 
Service design, its methods and tools could be of great help to seed- and early-stage technol-
ogy startups searching for a product-market fit. Analysis of the findings of this study shows 
that service design practices can enable startups develop their solutions in a more effective 
way. Therefore, it is recommended to entrepreneurs to adopt the methods and tools of ser-
vice design in their startups. 
 
1. Service design should be used by all members of a startup team 
 
Service design processes in startups have to be changed to reflect the differences between 
large corporations and young companies. While in big corporations it is relatively easy to get 
several designers to work together for a project, in startups there isn’t necessarily a single 
one. Design processes should therefore be adjusted and simplified to include all non-design 
team members, including founders, engineers and business executives. Service design is a 
powerful approach that could be used by every member of a startup team to answer ques-
tions and make important business decisions. 
 
2. Everyone should be involved in learning from customers 
 
The team has to spend time with customers instead of executing based on the guidelines com-
ing from within the organization. To develop relevant solutions customers are willing to pay 
for, it is extremely important to focus on listening and involving them in the development 
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process. Investing time and energy to learn early can help fix many problems prior to expen-
sive launches. It is important to acquire in-depth understanding of customers’ problems, 
which could be done by observing them in their natural context (as opposed to asking for 
feedback). Moreover, data about customer needs should be flowing through the whole team, 
including engineers, business people and founders/management. When the team doesn’t 
know which problems to solve, little value is being created. 
 
3. The use of service design tools should be encouraged 
 
Early-stage technology startups are recommended to take multiple methods and tools of ser-
vice design into use, as they might be helpful in building their businesses. Observing potential 
users in their own environments during service development could positively impact the de-
velopment process. It is recommended to test the assumptions about user problems and needs 
in the context of real life as often as possible using prototypes and mockups. Prototypes are 
often time- and cost-efficient way to get feedback quickly. Overall, user participation in the 
development process should be encouraged. 
 
4. Service designers should be involved in the decision-making process 
 
As the study shows, it is not enough to hire a designer to become more design driven.  In-
stead, startups have to ensure service designers are involved in all their key activities and in 
the decision-making process. It is strongly recommended to hire an experienced in-house ser-
vice designer as early as possible, or invite one as a co-founder. If there is no opportunity to 
hire a full-time service designer at an early-stage when design competence is ultimately 
needed, startups could consider getting one onboard as an advisor or an angel investor.  
 
5. Outsourcing service design at an early-stage could be dangerous 
 
When designers work independently based on limited guidelines from the team, and are not 
involved in customer-facing activities, they create a lot less value. The utilization of their 
strategic skills is limited. At the same time, early-stage startups are recommended to keep 
long-term ownership of their service development and to know their users. Therefore, hiring 
an external service designer or an agency should be considered carefully. 
 
6. Investors who understand the value of service design could be of great help 
 
Entrepreneurs are recommended to do the background work and define the right type of 
funding for their startup prior to starting the fundraising process. When choosing the best in-
vestors, the factors to consider include the area of focus, the stage of development they in-
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vest in, the competence they have in their team, and their reputation. Venture capital firms 
with service designers onboard will likely be able to support startups with building their prod-
ucts and services, as well as strengthening their design teams and design processes. 
 
8.2 Suggestions for further research 
 
Several suggestions for further research could be provided based on the present work. Firstly, 
further research is needed to examine the possibilities to measure how service design can 
improve the overall performance of a startup. Secondly, the research could be continued by 
gathering additional data from startups in the Nordics, as well as globally, in order to validate 
the recommendations of this study.   
 
Thirdly, future research could further explore the venture capital industry in the age of de-
sign. The value of design is already understood by an increasing number of startups. Have 
venture capital firms recognized service design as a competitive advantage? Are there any 
service designers in their teams? How do they quantify the value of service design? 
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Appendix 1 
 
Blogpost 1. Why Your Next Angel Investor Should Be A Designer. 
 
When you bring an angel investor onboard, you want to make sure she is the right one. And 
it’s not just about cash. Instead, you should pay attention to the value each individual can 
add to your company — industry experience, relevant network (to help you find partners, cus-
tomers & investors), as well as tech, sales, marketing, design or other skills you might benefit 
from. 
 
While the need for tech & sales expertise is typically well understood, the need for design 
expertise is still underrated. 
 
 
Unique technology is no longer enough to succeed 
 
Consumer expectations have changed — today, we demand seamless experiences from prod-
ucts and services we interact with. And businesses will have to adapt and reshape their offer-
ing. You think the situation is different if you sell to enterprises? Stop fooling yourself, it’s 
not (or won’t be in a couple of years). 
 
Mobile as the first screen has already reshaped consumer experience. With other emerging 
platforms, our expectations will change even more. As we spend less time interacting with 
each service, simplicity of it often becomes the competitive advantage. Product development 
is shifting from technology itself towards designing experiences we get from interacting with 
technology. Today, more value is created by designers than ever before. 
 
 
You can increase the value of your company through design 
 
Many entrepreneurs underestimate the value of design in the process of building a business. 
When I’m talking about design, I’m not referring to a visual appearance of a product or a ser-
vice. The role of a designer has evolved over the last years. A good designer understands the 
big picture of a service, has a cross-functional thinking and constantly pays hyper-attention to 
customer needs. Isn’t it a perfect skill set for your angel investor?! 
 
“Designers have traditionally been paid a lot of money to make what people want; mean-
while, most startups fail because they make things that people don’t actually want,” Enrique 
Allen, Co-founder of Designer Fund. 
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While every startup dreams of making a difference, many fail within a couple of years from 
starting their operations as they build services customers don’t want to pay for. Service de-
sign can have a significant impact on all of the key performance indicators of a company, in-
cluding brand perception, customer engagement, satisfaction, and ultimately revenue. 
As an entrepreneur, you have already been a designer of business models and processes.  
However, you often lack the variety of design methods and tools to help you develop new ser-
vices. Working together with your team, a good designer can help you foster collaboration 
within the team, open up communication with your customers, validate your ideas, create 
new services, gain better understanding of the competition, differentiate your brand, and 
deliver better user experience. 
 
Typically, you can not afford hiring a full-time designer at a (pre)-seed stage, when design 
competence is ultimately needed. At the same time, design is too important to outsource. So 
why not getting a designer onboard as an advisor or an angel investor? Bringing design compe-
tence in addition to some cash could be a great way to boost your business. 
 
 
Designers turned angel investors are the rare breed today. 
 
It gets harder and harder for a startup to hire good designers. Many of them are better off 
freelancing or working for a top tech company than joining a design agency or a startup. The 
more experienced a designer is, the more options she has to choose from. Joining your 
startup as an angel investor might be an interesting opportunity for a designer to build some-
thing meaningful without commiting full-time (and with potential financial upside). While you 
as a founder will benefit from design expertise from the very early stage. 
 
 
So how do you find one? 
 
Today, most of the designers are not yet part of any business angel network, and don’t see 
themselves as business angels (hopefully, that will soon change). They are neither easy to 
find, nor to impress. They chase something else than profit. If you want to get their commit-
ment, you have to make them buy into your vision & your team. 
 
• Start networking and spending time with people from your local design com-
munity. Attend design events & meetups. You will quickly find people who 
share the same values and are interested in solving similar problems. 
• Check out different accelerators. Are there any mentors with design exper-
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tise? These are the people who already work with early-stage startups. You 
might want to get in touch. 
• Take a look at AngelList; there are some designers, who are investing (the list 
is sadly short today, but hopefully growing in the future). 
• Talk to other entrepreneurs, who are ahead of you in their journey. Find out 
who has been helping them design their services. 
• If an angel investor doesn’t sound right, there are also seed VCs providing you 
hands-on design support — Proxy Ventures is a good example. 
 
Finding the right designer to invest in your startup requires a lot of time, but you will quickly 
realize the gain is worth the effort when you see the increasing amount of happy customers. 
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Appendix 2 
 
Blogpost 2. Venture Capital In The Age of Design: Is It Time for European VCs To Get Designers 
Onboard? 
 
We live in the age of design. Many understand that design has become one of the biggest fac-
tors in venture-funded success stories. Companies that struggle with design are likely to have 
challenges attracting & retaining customers. According to the data from the Design Manage-
ment Institute, design-driven startups have outperformed their peers by 228%. Many other 
studies prove that every $1 spent on design brings $2–100 in return. 
 
Designers have already made their way into many corporations and a growing number of 
startups, but VCs haven’t picked up on the trend yet. While it seems natural that VCs should 
start adding designers to their investment teams, today’s reality is very different.  
 
Certainly, some VCs have already recognized design as a competitive advantage. The last five 
years have seen an increasing number of US-based funds turning to design to guide their in-
vestments —Google Ventures, KPCB, Khosla Ventures, and True Ventures all added multiple 
designers to their teams (as explained in Marc Wilson’s brilliant article on Co.Design). There 
are also first initiatives to encourage more designers to become entrepreneurs. For example, 
San Francisco-based Designer Fund, a community of angels and mentors, makes seed invest-
ments in design-led startups. However, the speed of change is still very slow. 
 
European VCs are lagging behind their US peers with no design experience in their in-
vestment teams. 
 
Late 2015, the team at TechStars Berlin published a great overview of 300+ European inves-
tors joining Seed, Series A or Series B rounds. These investors manage more than €15 billion 
of capital to be invested in European startups. Reviewing the backgrounds of their team 
members, one could easily notice there weren’t any designers onboard. Which means no de-
sign competence in European VCs to help us lead €15 billion+ of investments. Quite alarming, 
isn’t it? 
 
Why aren’t there more venture capital firms that turn to design to guide their investments? 
The resistance to design might be caused by the lack of urgency, the lack of the necessary 
skill, or a combination of the above. Design Partner is a fairly new position, established 
around 2010 (when Braden Kowitz was the first designer to join Google Ventures as Design 
Partner). It’s not a surprise that only a few could adopt it during the past 5 years — due to the 
nature of the business, experiments in VCs aren’t easy. Typically, one has to stick to the 
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same team for 10 years. While research proves that diverse teams are both more creative & 
more profitable, working with people one knows and understands is a lot more comfortable. 
 
At the same time, the European VC landscape is changing. Increased competition is the best 
thing happening to Europe today, as many VCs are forced to differentiate. Along with many 
new funds come new approaches to investing. In addition to bankers, consultants and tech-
nologists come entrepreneurs, marketers and data scientists. Next, we could be seeing more 
designers. 
 
Change can take many forms. There are already different accelerators, providing mentorship 
on design-related topics. There are seed VCs supporting startups with design — either as their 
core added value (e.g.London-based Proxy Ventures), or alongside other “services” 
(e.g.Helsinki-based Reaktor Ventures). Finally, there is the first Design Partner onboard a Eu-
ropean VC — Ted Persson, co-founder of the digital agency Great Works, joined Stockholm-
based EQT Ventures earlier this year. Soon, I’m expecting to see many more designers 
around. 
 
The best designers could be truly spectacular, both for their investors and for the entrepre-
neurs with whom they partner. Despite there is still little data available to prove that a de-
signer can improve a performance of a VC, I believe that using their skills in the area of ven-
ture capital is one of the best ways to bring smart money into the European tech ecosystem. 
 
 
